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ANGLO-AMERICAN TRADE RELATIONS 


ON NOVEMBER 18 it was officially announced in London and 
Washington that negotiations for an Anglo-American Trade Agree- 
ment were “‘ contemplated.’’ This marked the first definite step in 
the American procedure of negotiation under the Trade Agreements 
Act of June, 1934, and had to be followed by a minimum period of 
four weeks during which industries which might be affected by the 
Agreement were entitled to make suggestions. This interval having 
elapsed, a formal announcement is about to be made of the 
‘intention ’’ to negotiate, accompanied by a list of the goods on 
which tariff concessions are under consideration. Following this 
announcement a minimum period of eleven weeks is required by 
the Act for the submission of written and oral evidence by the 
industries concerned,and the consequent amendment of schedules. 
This procedure effectively prevents any formal negotiations between 
the British and American Governments taking place before March 
at the earliest, although informal discussions have, of course, been 
taking place over the past two years. 

The United Kingdom and the United States are the two largest 
trading countries in the world. Together they represent nearly 
30 per cent. of the world market, while, if the rest of the British 
Empire is included, the proportion is over 40 per cent. The pro- 
portion of world imports taken by the United Kingdom has grown in 
recent years to 18 per cent. of the whole, whereas the proportion 
taken by the United States has declined to 11 per cent., her share 
of world exports having fallen abruptly from 16 per cent. to 12 per 
cent, The only countries of comparable importance in world trade 
are Germany and France; indeed, German exports actually 
exceeded British in 1932. By contrast Japanese trade was still 
worth only one-quarter of British and one-third of American trade 
in 1936. 

Even more striking is the dominance of the British and American 
markets for certain commodities. The United Kingdom is virtually 
the only market for bacon and hams, mutton, and butter, whilst 
both she and the United States take 40 per cent. or over of the 
internationally-traded supply of many other commodities. Of the 
commodities dependent on the British market several are of direct 
interest to American exporters—notably bacon and hams, timber, 
Wheat, motor spirit, tobacco, and raw cotton. Similarly, of the 
commodities dependent on the American market several vitally 
affect not, it is true, the United Kingdom, but certain British 
colonies—notably rubber, tin, cocoa, and sugar, whilst wood-pulp 
is an important Canadian export to the United States. 
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The volume of trade between the United Kingdom and the § by tl 
United States is greater than that between any other two countries §f divic 
in the world except the United States and Canada—another member § ing 


of the British Commonwealth. The United Kingdom is the United § inter 
States’ best customer, taking 18 per cent. of her exports, whilst as : 
a source of supply she is second only to Canada. British Malaya is § the / 
the fourth largest source of supply, thanks to the enormous American § is ill 
imports of rubber and tin. It is interesting to note that Japan § tarifi 
takes the third place in both the export and the import trade of § prefe 
the United States. Ba 

In the same way the United States has the largest share of the JU" 
British market ; whilst as a market for British goods she is only Colo 


exceeded by South Africa, India, and Australia. Yet in spite of § ™ 1 
the large exchange of goods which already takes place between the § ‘'™ 
two countries their mutual trade has fallen relatively to the total King 


trade of the United Kingdom, the American share of British imports § U""' 


having declined from 17 per cent. in 1929 to 11 per cent. in 1936. bece 
On the other hand, in relation to the total trade of the United States, 
Anglo-American trade has shown a slight expansion. and 
The foregoing facts and figures should make sufficiently clear a 
the economic, quite apart from the political, significance of any Pm 
Anglo-American trade agreement. Moreover, it is important to Ami 
realise that any tariff concessions granted by the two countries to poise 
each other would automatically be extended to practically all the — 
other countries in the world. For both the United Kingdom and ) 
the United States are firm upholders of the most-favoured- me 
nation clause, which guarantees that one party to a commercial ve 
agreement secures as favourable treatment in the markets of the pa 


other as is accorded to any third country. On the other hand, it 
is necessary to point out that, particularly in the case of the United yen 


States, the practical importance of the most-favoured-nation clause is a 
largely nullified by the prevalent practice of confining concessions . ‘ 
to items of which the other party to the agreement is the principal - 
supplier, and in which outside countries have relatively little interest. _ 
It is, therefore, legitimate to doubt whether the direct economic Em 
benefits to other countries from an Anglo-American agreement would om 
be of much real significance. On the other hand, their indirect jr 
benefits from a stimulation of trade between the two greatest trading tnd 
countries in the world might well be considerable. ie 


The balance of trade between the United Kingdom and the 
United States is heavily in favour of the latter country. Even 
including British re-exports, the United States sells nearly three 
times as much to this country as she buys from her. The gulf 
narrowed slightly in 1936. But even in that year, against imports 
from the United States of {93.3 millions, there could only be set 
British exports of {27.7 millions and re-exports of {9.2 millions. 

These figures refer, however, only to merchandise trade ; and 
one-third of the British visible import surplus is counterbalanced 
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by the surplus of American payments on account of interest and 
dividends, insurance, shipping, and tourist expenditure—an interest- 
ing indication of the continued importance of the City of London’s 
international services and of other British invisible exports. 

This still leaves a surplus to the United States, according to 
the American figures, of about £30 millions. On the other hand, it 
is illogical to exclude from the account the Crown Colonies, whose 
tariff policies are determined by the British Government and whose 
preferences favour British goods. 

The inclusion of these territories balances the picture. For the 
United States has a very heavy import surplus with the British 
Colonies. Indeed, her imports of rubber and tin from British Malaya 
in 1936 were over thirty times as great as her exports to that 
territory. In fact, although her merchandise balance with the United 
Kingdom and the British Colonial Empire is favourable to the 
United States, when the invisible items are added the balance 
becomes definitely unfavourable to her. 

If the survey is extended still further to cover the Dominions 
and India the picture becomes dominated by the commercial 
relations of the United States and Canada. Here the visible trade 
is slightly favourable to the United States, but the very large 
American receipts of interests and dividends from Canada are almost 
entirely counterbalanced by American tourist expenditure in that 
country. 

With the other Dominions and India the United States had in 
1936 a visible export surplus amounting to about £15 million. Her 
balance with India is unfavourable, but her balances with South 
Africa and Australia are very favourable. The Indian and 
Australian balances roughly cancel each other out, and against the 
export surplus with South Africa must certainly be set the American 
purchases of South African gold at a price artifically maintained by 
the American Government’s “ sterilisation ’’ of surplus gold at its 
own expense. 

The commercial relations of the United States with the world 
as a whole are as nearly balanced as her relations with the British 
Empire. In view of the common impression to the contrary it is 
worth pointing out that theformer considerable export surplus of 
the United States with the rest of the world has now disappeared. 
Indeed, during 1937 it has actually been replaced by a surplus of 
imports. 

United States Trade 
($ millions) 


Imports Exports Balance 
1929 * — + 4,339 5,157 818 
|) a iM ri 1,636 2,100 464 
1935 i. ye os 2,038 2,243 205 
1936 ‘ ie os 2,421 2,416 5 
1937 (9 months) 2,370 2,340 —30 
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Moreover, the balance of invisible current items is even more 
unfavourable, the receipts from interest and dividends being more 
than counterbalanced by outgoing payments on account of tourist 
expenditure, immigrants’ remittances, and shipping freights. In 
fact, the enormous American imports of gold in the past few years 
are due, not to any export surplus in visible or invisible trade, but 
to the wholesale influx of foreign capital, both long and short-term, 
which the United States Government has done its best to discourage. 


Total British imports from the United States have roughly 
halved in value since 1929. Among the leading items, this decline 
has not been evenly distributed. If we consider the five outstanding 
items in 1929—raw cotton, mineral oils, tobacco, wheat, and 
machinery—we find that imports of wheat have almost disappeared, 
mineral oils have fallen by nearly 70 per cent., raw cotton has 
roughly halved, while tobacco and machinery have hardly changed. 
The decline in wheat imports is due partly to the British preferential 
duty designed to protect the home and Dominion farmer, partly to 
drought and crop restriction in the United States, and partly to the 
purchase of Canadian wheat since 1932 direct instead of via the 
United States. There is no Imperial Preference for raw cotton, 
which is allowed in free from all sources, nor for mineral oils— 
although in this case the revenue duty is now very high. There is 
some Imperial Preference for tobacco and machinery, but this does 
not seem to have affected the United States at all seriously. 


The United States is not likely to press for concessions on any 
of these chief items except wheat. Apart from wheat she is sure 
to ask for concessions for bacon and hams (her bacon exports to the 
United Kingdom having almost disappeared and her ham exports 
having shrunk by two-thirds), timber (where Canada has benefited 
greatly at the expense of the United States since Ottawa), and 
probably also for lard, apples, grapefruit, barley, rice, salmon (fresh 
or frozen), and canned and dried fruit, all of which show a very 
considerable decline, both absolutely and as a percentage of total 
British imports. These are all items affected by Ottawa, with the 
exception of lard—and lard is affected by Imperial Preference unde! 
the Import Duties Act, 1932. It should be possible to make some 
concession to the United States on hams, at any rate, since the very 
great rise in imports from Canada is said to be due to an extra nought 
having accidentally been added to the bacon and ham quota granted 
to Canada at Ottawa. 


The British preferential tariff affects American industrial no less 
than agricultural exports—including motor cars, electrica! apparatus, 
refrigerating machinery, machine tools, typewriters, and numerous 
other items. But in the case of most industrial products the 
greater industrial maturity of the United States, the larger scale ol 
American manufacturing operations, and the established reputation 
of American specialities has more than offset the handicap of 
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preferential tariffs.‘ The American requests for British concessions 
are, therefore, likely to be chiefly concentrated on the agricultural 
items already mentioned. 

As regards British exports to the United States, with the 
exception of whiskey there is no single British export that compares 
in importance with the leading American exports to this country. 
And in the case of whiskey the United Kingdom has already 
benefited, under the most-favoured-nation clause, by the Canadian- 
American Trade Agreement of 1936. Total British exports to the 
United States were approximately halved between 1929 and 1936. 
But exports of whiskey and tin-plate showed exceptional rises, while 
linen manufactures, machinery, and raw wool were well maintained. 
On the other hand, cotton and wool textiles, leather and curios 
showed exceptional falls. 

Owing to the generalisation of all her tariff reductions through 
the most-favoured-nation clause, the American Government tends 
to confine her Trade Agreement concessions to commodities which 
are already taken primarily from the country concerned. Among 
the dutiable American imports from the United Kingdom there are 
about 60 of which the United Kingdom is the “ principal supplier.”’ 
Of these, certain linen articles (chiefly from Northern Ireland), fine 
English yarns spun from Egyptian cotton, certain types of cotton 
cloth, high-grade worsteds and woollens, razors (the dangerous kind), 
jute manufactures, and flax are all goods not directly competitive 
with any American product. Other English specialities such as 
anthracite coal, pig iron, tin plate, linen yarns, and thread and 
twine supply only a small proportion of total American consumption ; 
and the British share of the United States’ market for ferro- 
manganese, ferro-alloys, iron and steel wire, and pipes and carpets 
has declined very much since 1928. All these are items where con- 
cessions might be made without arousing serious opposition from 
American industry. Concessions might also be made on machine- 
made cotton laces, raw wool, heavy woollens, and earthenware, 
which pay duties of go per cent. or more ad valorem. 

The foregoing analysis is sufficient to show that any important 
British concession to the United States must inevitably affect the 
Dominions. If the United Kingdom grants to the United States 
concessions on, for instance, wheat, hams, timber, and fruits at the 
expense of the Dominions, the latter will expect return concessions 
from the United States. Australian wool exports to the United 
States have declined very considerably since 1929 owing to the 
extremely heavy American duties of over go per cent. ad valorem. 
Australia would like concessions on wool, fresh fruits (the Australian 
season not coinciding with the American), wines and spirits, and, 
if possible, entry into the American meat market. In return she 
might remove her Trade Diversion measures, directed against 

(1) “ Prospects of a Trade Agreement with England,’ by Percy W. Bidwell, 
Foreign Affairs, October 1937. This is an exceptionally informative article. 
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American motor cars in particular. New Zealand's most important 
exports to the United States are sheepskins, wool, and butter. 
Canada would want reduced duties on milk and cream, in particular. 
Her most important exports to the United States—newsprint, 
woodpulp and pulpwood—were guaranteed free entry by the 
Canadian-American Agreement of January 1, 1936, by which she 
also got some concessions on certain kinds of timber. 

The conclusion of an Anglo-American Commercial Treaty 
depends therefore primarily on agreement between the United States 
and the Dominions. The United Kingdom cannot increase her 
imports of agricultural products to any large extent, particularly 
now that she is committed to a policy of protecting home agriculture. 
For her the chief consequence of the Treaty would, therefore, be a 
diversion of certain of her imports from Empire to American sources 
of supply. On the side of the Dominions there are signs that both 
the Canadian and Australian Governments are now strongly in 
favour of a treaty, partly because of its political implications, but 
also because they have hopes that the Empire surplus of certain 
products might be to some extent absorbed by the American market. 
On the other hand, it cannot be ignored that there are strong 
sectional interests in both Canada and Australia—notably the 
timber and fruit industries in British Columbia—which are strongly 
opposed to any modification of the British preferential tariff. 

B. S. K. 
E. H. B. 























ANGLO-AMERICAN TRADE, 1929 and 1936. 














































(1) Excluding dressed skins. 


(£ millions) 
British Exports Imports from U.S.A. 
1929 1936 1929 1936 
Spirits 0.01 5.3 Wheat 11.7 0.02 
Raw Wool 1.2 1.0 Barley 2.2 I.1 
Tin plate 0.4 1.6 Bacon .... 2.9 0.06 
Machinery ‘an 1.1 0.9 Hams .. 4-5 1.5 
Cotton yarn and piece Apples... 3.9 1.5 
goods a 2.8 0.9 Fruits, preserved with 
Wool Textiles. ts 3.9 1.6 sugar 4.6 3.5 
Linen Manufactures .... 1.8 1.7 Lard .... cs 5.9 1.6 
Chemicals 1.6 1.0 Raw Tobacco... aa ae 14.5 
Leather 3.7 0.9 Sawn Woods, un- 
Curios .... 2.5 0.5 dressed 6.8 3.4 
Others 27.6 12.3 Raw Cotton .... 37-9 16.5 
Furs, not rabbit a 2.7 2.2 
Total 45-6 27.6 Electrolytic Copper .... 4.2 1.2 
— — Cutlery, hardware, etc. 3.3 1.8 
Machinery 9.7 8.3 
Re-exports Chemicals és 3.0 2.2 
a — avs ee 1.4 0.9 Mineral Oils .... 19.1 59 
Raw Cotton .... 2.2 0.5 Vehicles 6.4 3 
Fur Skins 3.1 4.0% Others 52.2 24.0 
Raw Wool _..... oad 2.2 0.7 — 
Tin, blocks, ingots, Total 196.0 93.3 
bars and slabs 0.8 0.05 —— — 
Others.... . 6.8 2.3 
Total 16.5 9.2 
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THE YANGTZE OUTRAGES-— II 
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it, The following is a summary of the developments in connection with 
he the Yangtze outrages of December 12 which have occurred since the pub- 
he lication of the Note in the last issue of the Bulletin. 

ty ON DECEMBER 20 General Harada read to the press in Shanghai the 
- findings of the enquiry into the Panay incident ; 1.e., that 3 Japanese 
ne ‘planes bombed the gunboat ; that the latter fired three cannon shots 


ly at Japanese army units; and that the army units did not fire on the 
Panay. 


e. Survivors who were present declared that 6 'planes bombed the 
a vessel, and said the other two findings were incorrect. 
eS General Harada admitted the vessel had been boarded, but denied 
th that she was machine-gunned. He said the boarding officer did not 
in consider himself at fault, nor did his superiors, on the basis of this 
it report. 
n He also declared that a Japanese officer had spoken to the Captain 
ri of the Panay 8 miles below the point where she was bombed and warned 
eg him that he was in the danger zone ; also that the vessel was moving 
when attacked. Both these statements were denied by survivors. 
General Harada admitted he had not himself seen a single one of 
ly the Japanese officers concerned in the incidents. 


In Tokyo the Foreign Office spokesman withdrew his denial that 
the Panay had been attacked and boarded, and admitted that the 
military patrol boat had fired on her, though at a range too long to be 
effective, and that soldiers had boarded her. 

The next day the Japanese Military Attaché in Shanghai retracted 
his charge that the Panay fired on Japanese troops ashore, but main- 
36 tained that further enquiry had shown that it was impossible for 
2 Army boats to have machine-gunned her. 

As to Colonel Hashimoto’s statement that he had orders to fire 
at any ship moving in the river, he said the Colonel had omitted the 
word “‘enemy ” from his reply to the British protest. 

On Dec. 22 the Japanese Foreign Office issued a statement 
5 embodying evidence collected by an officer sent to Nanking to investi- 
gate the Panay incident, according to which an Army unit in motor- 
boats sighted 5 vessels which were judged to be Chinese. The entire 
‘ unit accordingly landed on the right bank, whence they observed 
3 Japanese aircraft bombing the 5 boats. After the second bombing a 
: Japanese officer approached one of them, discovered it was American, 
3 and sent men to assist the wounded, who were being carried ashore. 

_ A senior officer arrived as the ship was being bombed the third 
time and ordered soldiers to wave flags so as to stop it, but the airmen 
continued the bombing until the ship caught fire, also killing 2 Japanese 
and wounding 3. 
— Another U.S. vessel, sinking as the result of the bombing, was 
Zz found to be the Panay, and 2 motor-boats were sent to help her. When 
boarded she was found to be deserted. About the same time the Lita, 
fleeing upstream with 14 or 15 Chinese soldiers on board, was pursued, 
lired at, and captured. 

In Tokyo, on Dec. 23, representatives of the Japanese Army and 
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Navy gave Mr. Grew a detailed account of the events of Dec. 12, for 
which the Navy speakers admitted blame and accepted responsibility. 

Colonel Nishi, who investigated the matter on the spot, claimed 
that the enquiry showed the officers did not recognize the Panay as 
American and did not fire at it with hostile intent. One small unit, 
isolated from the main body, was going from Wuku to Nanking in motor 
launches, watching for escaping Chinese troops. It met a group of 
steamers it thought to be Chinese and fearing attack, the troops landed 
and hid, and were pleased when Japanese aircraft attacked the 
steamers. When later they found they were American they gave 
assistance. 

As the bombing was going on two launches, which had been lying 
by the bank, started upstream. The officer on shore sent two motor- 
boats to head them off ; one escaped, but the other was captured and 
found to contain Chinese soldiers. 

The patrol which fired on the Standard Oil vessel believed that 
the persons they saw disembarking were Chinese. An officer went 
ahead, saw that some Europeans were killed and sent back word to 
stop firing. It was then discovered that the vessel sinking near the 
other bank was the Panay, and two launches were sent across ; she 
sank soon after they arrived. 

The findings of the U.S. Naval Court of Enquiry were published ; 
they numbered 36, of which the most important were : (1) The Japanese 
knew 4 hours before that the vessels would be anchored in the place 
where the attack occurred. (2) All four were clearly marked with the 
U.S. flag. (3) They were attacked at midday in clear weather. 
(4) Survivors were fired on by machine guns as well from the aeroplanes. 

On Dec. 24 the U.S. Government received from the Japanese 
Government a Note on the Panay incident which they accepted as 
“responsive ’’ to their demands, but with the “‘ earnest hope ’’ that 
the steps taken ‘will prove effective toward preventing any further 
attacks upon, or unlawful interference by the Japanese authorities or 
forces with American nationals’ interests or property in China.” 

The American Government, they stated, “ relies on the report of 
the findings of the Court of Inquiry of the U.S. Navy.” 

The Japanese Note, addressed to Mr. Hull, referred to the Notes 
previously exchanged on Dec. 14 and said that “ while it is concluded 
in your Excellency’s Note that the incident resulted from a disregard 
of American rights by the Japanese forces, it was entirely due to a 
mistake . . . Asaresult of the thorough investigation which has been 
continued since then, in all possible ways, to discover the real causes, 
it has now been established that the attack was entirely unintentional. 

As regards the requests for an expression of regret and indemnifi- 
cations “‘ no word needs to be added to what I said in my afore- 
mentioned Note.’”’ As to guarantees for the future, strict orders had 
been issued by the Navy to exercise the greatest caution, “‘ even at 
the sacrifice of a strategic advantage in attacking Chinese troops ”’ ; also 
strict orders to pay greater attention than hitherto to instructions 
repeatedly given already against the infringement of foreign rights and 
interests. 

Although the attack was due to a mistake, the Air Force Com- 
mander was immediately recalled, and members of the staff of the 
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Fleet and others responsible had been “ duly dealt with according to 






































for rd 

ty. law. _ : 

ned The British Ambassador in Tokyo received the Japanese reply to 
, as his Note re the attack on the Ladybird on Dec.28. On the same day 
nit the Japanese Foreign Office issued a statement which explained 
tor that a detachment had crossed the Yangtze to intercept the retreating 
of Chinese, and as the latter’s only way of retreat was by the river, all 
ded attention was concentrated on it. Foreign representatives had been 
the asked on Dec. 9 to withdraw their nationals from the war zone. 

ave On Dec. 11 ten large steamers were seen fleeing up-stream, and the 


Japanese commander, believing them Chinese, ordered fire on them, 
but the shells fell short. The ships continued up-stream, and units 


mg near Wuhu were then ordered to attack them. 





ou Another detachment ordered to intercept them reached Wuhu 
early on Dec. 12, and its commander found 4 large steamers anchored, 
hat landing men. They began making black smoke, and he took this for 
mm a smoke screen and ordered fire. The steamers in the rear fled, but 
+" the Ladybird advanced towards the Japanese displaying the British 
the flag, and they ceased fire. An hour later one shell was fired by mistake 
a at a ship flying the British flag, which proved to be the Bee. 
The Japanese commander explained to Admiral Holt that it was 
his duty to sink all enemy vessels, and that, not seeing the British flag 
ed ; behind the smoke, he believed the ships to be Chinese. He promised 
aeee not to fire at them again, apologized, and sent men to help move the 
lace casualties. 
the The Note from Japan to the British Government was published 
her. on Dec. 30. It stated that the Government had taken all measures 
aes. to render more effective their guarantee of the rights and interests of 
1ese Great Britain and other Powers, and though the incidents were entirely 
| as due to mistake they had dealt properly according to law with the 
hat officers responsible. 
her Strict instructions had been given again to the naval, military, 
5 OF ff and diplomatic authorities to take. the greatest possible care that 
attacks were not made on the lives and property of British and other 
t of foreign nationals. Further, they were not to attack any vessels on 
the Yangtze unless they had determined that they were vessels used 
otes for military purposes by the Chinese, and strict orders had been given 
ded for the exercise of the greatest caution in areas where there were vessels 
ard of third Powers, ‘“‘ even in circumstances where such caution involves 
0a the loss of an opportunity of attacking Chinese forces.” 
een It was explained that the units concerned had taken it for granted 
ses, that all foreign vessels had sought refuge from the fighting zone ; also 
al.” that owing to thick fog or haze visibility was poor; and “ there is no 
sifi- — ‘toom for doubt that they did not intentionally attack the vessels 


ore- ) knowing them to be British.’’ When this was discovered the military 


had unit assisted in taking care of the dead and wounded in the Ladybird. 

. at Misunderstandings regarding the orders received by the Japanese 

also commander to attack all vessels were considered to have been the 

ions result of the language difficulty. 

and The Government were studying and expected to give effect to all 
possible means of realizing the above aims. For instance, “ after 

om- investigation in conjunction with the British authorities of the where- 






the abouts of British residents and interests, they intend to communicate 
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information thereof to the authorities on the spot and to subordinate 
units, while as regards the method of making such communications 
they have given special consideration to their speedy and effective 
transmission.”’ 

On the next day, Dec. 31, the British Note accepting the Japanese 
apology was handed to Mr. Hirota. This stated that the Government 
had “noted with appreciation the assurances contained in your 
Excellency’s Note of Dec. 28 . . . and have learned with satisfaction 
that the statements contained in your Note of Dec. 14 apply to the 
merchant vessels concerned as well as to the warships.” 

They were “ bound to observe that their information in regard to 
the circumstances in which the attacks took place—notably, for 
instance, on the point of visibility—is at variance with that of the 
Japanese Government.”’ They noted, however, with satisfaction that 
the Japanese Government had taken, or were prepared to take, the 
necessary measures to deal suitably with those responsible and to 
prevent any repetition, as regards which they “ consider that the details 
of these measures and their effective application may suitably form the 
subject of further conversations, in the course of which they do not 
doubt they will be informed of the actual steps decided upon.” 





THE NEW GOVERNMENT IN RUMANIA 


ON DEC. 28 the Rumanian Cabinet resigned, and M. Goga formed 
a Coalition Ministry, with M. Micescu as Foreign Minister. They 
were both members of the National Christian League, as were Prof. Cuza, 
Minister without portfolio ; Prof. Petrovici, Education ; M. Ghitsecu, 
Corporations ; M. George Cuza, Labour ; and Dr. Banu, Health. 

The Home Minister was M. Calinescu (National Peasants) ; Justice, 
M. Mehedintsi (National Peasants); National Defence, General 
Antonescu; Finance, M. Savu (non-party); Marine and Air, M. 
Irimescu (non-party); and Industry and Commerce, M. Gigurtu 
(non-party). 

The National Christian League of Defence was Fascist and anti- 
Semitic, and Prof. Cuza was a founder of the anti-Semitic movement 
in Rumania and had used the swastika for many years. The Party 
had 36 seats in the Chamber, having polled only 9 per cent. of the 
votes. It had its own storm troops, wearing blue shirts. 

On Dec. 29 M. Goga told the press that his Party would govern in 
accordance with the Constitution, and the Foreign Minister said lhe 
would religiously guard all the alliances and friendships of the past. 

It was announced that another General Election would be held in 
April or May. Parliament would be dissolved, and the Election 
declared null, because the Electoral Commission had not published the 
results within the 8 days laid down by law. 

The National Peasant Party expelled the four members who had 
taken office in the Cabinet. 

One of the Government’s first acts was to order the establishment 
of detachments of a semi-military organization in each of the 61 counties 
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of the country, and it was understood that its strength would be 
increased to 200,000 men under the command of M. Robu, an anti- 
Semitic leader, who was appointed Prefect of Czernowitz. 

Three Jewish-owned democratic newspapers were banned. 

M. Goga told the press that the Government’s motto was 
‘Rumania for the Rumanians,” and added, “‘ Thanks to King Carol 
Rumania is now beginning to belong to the Rumanians.”’ 

The Minister of Justice stated that they were giving Parliament 
its last chance. 

On Dec. 30 the Electoral Commission published the results of the 
election for the Chamber, giving the National Liberals 152 seats ; 
National Peasants, 86 ; All for the Fatherland Party (Iron Guard), 66 ; 
National Christians, 39; Magyars, 19; Dissident Liberals, 16; and 
Radical Peasants, 9. 

The National Liberal figures included the Rumanian Front, the 
National Democratic, and the German Parties. 

M. Codreanu, leader of the Iron Guard, told his followers there 
was no reason for anxiety among Legionaries. 

M. Goga gave an interview to British press correspondents in which 
he said: ‘‘ I have at this very moment in my pocket a telegram which 
I shall send to the Prime Minister of England to-morrow expressing my 
high consideration for him, his Government, and his great nation. 
We consider England as the great pillar of peace of the world by her 
force and by her spirit of justice and equity.” 

He drew attention to the “ excessive tolerance ’’ of the Rumanian 
people, as sufficient guarantee that there was no need to fear their 
‘so-called anti-Semitism,’’ and also declared that Rumania had no 
intention of quitting the League of Nations. 

M. Goga, in a New Year broadcast, announced that Parliament 
, would be dissolved as being ‘“‘ incapable of providing a platform of 
political pacification,’ but that the country would be governed by con- 
stitutional legislation as well as by decree. Minorities would be 
protected, but steps would be taken against the Jewish elements which 
had invaded the country. 
The Government believed in the spiritual renaissance of Rumanian- 
. ism through the Christian Church. They would fight to keep intact the 
brilliance of the Crown, whose enemies were their enemies. He went 
on to say that his voice was also directed across the frontier. ‘‘ People 
abroad should see us only as we are. In our relations with the world 
we wish to adjust our higher interests to our foreign policy without 
disturbance or shock, respecting existing alliances and maintaining 
friendships.”’ 
He then detailed the measures about to be taken, including 
suppression of 3 papers because of their “‘ subversive interventions,” 
|} the withdrawal of the railway passes of 120 Jewish journalists, and of 
the licences to sell alcohol granted to Jews in rural communes, re- 
examination of the citizenship accorded to ‘‘ Jewish elements who in 
their hundreds of thousands have invaded Rumania,” and lowering of 
the price of salt, sugar, paraffin, cotton and other prime necessities. 
The law providing that foreign managed or owned enterprises 
should employ Rumanians in large proportions would be applied more 
etiectively. 
It was understood that the Liberals would support the Government, 
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but the National Peasants (M. Maniu) called it a Government of 
adventurers. 

The Foreign Minister sent warmly worded telegrams of greetings 
to M. Delbos and to the Foreign Ministers of Czechoslovakia and Yugo- 
slavia. He wired to M. Litvinoff, expressing his satisfaction at the 
opportunity of co-operating with him, and received a reply begging 
him not to doubt the sincerity of the policy of the Soviet, which was 
aimed only at the defence of peace in the world. 

M. Goga also telegraphed to Signor Mussolini, proclaiming himself 
an admirer of his and stating that the Rumanian people “ which is 
eternally conscious of its Roman origin, has followed with profound 
admiration the evolution of the new Italy in all the phases of its 
splendour. .. .” 

The Duce replied that he also wished to see relations between the 
two countries established on the basis of a cordial and frank friendship, 
adding that, besides the Roman descent, “‘ there are many other present 
factors which make possible the realization of a fruitful collaboration 
between the two peoples.” 

King Carol also made a statement, at a New Year reception, in 
which he said he was glad the Government had “ decided to act along 
lines in keeping with the spirit of the present time,” a spirit which, 
he declared, must please everybody, because it was in no way aggressive, 
but was a spirit of justice. 

He also said, “‘ we are a nation which has a right to life, but 
realizes . . . that this does not in the least mean the oppression of 
others. We are a nation that is firm in religious belief, but we have 
always been a tolerant nation.” 

M. Maniu received a telegram from M. Titulescu asking him to 
accept him as a member of the National Peasant Party, and replied 
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CHRONOLOGY 





Abyssinia 

Dec. 28.—Excommunication of the new Metropolitan by the Coptic 
Church. (See Egypt.) 

The Duke of Aosta arrived in Addis Ababa as Viceroy. 

The Emperor Haile Selassie sent a telegram to the Sovereign Heads 
of the Oslo Convention States appealing to them that their Governments 
‘may be pleased to persevere in their traditional policy of defending 
international law.” He pointed out that the League, though incapable 
of stopping aggression, had been,“ able to contribute to peace by main- 
taining the vital principle of non-recognition of the annexation.”’ 


Argentina 

Dec. 29.—A Decree was issued authorizing the State to take over 
the administration of the British-owned Cordoba Railway for a maxi- 
mum period of 4 years, the arrangement to be terminated should 
Congress approve the purchase of the line by the State. 


Austria 

Dec. 27.—Four Germans from Passau, Bavaria, were arrested at 
Scharding and found to possess propaganda literature for distribution 
in Austria which they were smuggling across the frontier. Their car 
was the official vehicle of the Chief Burgomaster of Passau, a Nazi 
Party official, and was driven by an S.S. man. 

Dec. 29.—The Monarchists, calling themselves the Iron Legion, 
adopted a uniform. 

Jan. 1, 1938.—The Retchspost and other papers called for action 
to be taken against any fresh immigration of Jews. 


Brazil 

Dec. 22.—Nazi activities were banned throughout the State of 
Rio Grande do Sul. (A decree of Dec. 3rd had dissolved all political 
parties.) 


Bulgaria 
Dec. 30.—The Government prohibited the entry into the country 
of Jews and other refugees from Rumania. 


Canada 
Dec. 21.—Japanese industrial representatives arrived in Montreal 
to purchase large quantities of nickel, aluminium, machinery, etc. 


China 
INTERNAL AFFAIRS 

Dec. 27.—It was reported that all the forces in Shansi, Shensi, 
Suiyuan, and Ninghsia had been placed under the command of Chu-teh, 
C.-in-C. of the 8th Route (formerly Communist) Army. This report 
was not confirmed. 

Mao Tse-tung, chairman of the former Chinese Soviet Government, 
was appointed Governor of Kansu, and Cho Wen-lai, head of the former 
Soviet Military Council, Governor of Shensi. 
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Dec, 31.—Rioting and looting occurred at Tsingtao, the Chinese 
police having begun to desert the city. A foreign volunteer corps was 
formed to keep order. The mayor, Admiral Shen Hung-lieh, fled and 
a new administration, of 25 prominent Chinese, was set up. 

Jan. 1, 1938.—Chiang Kai-shek handed over the Premiership to 
Mr. H. H. Kung, so as to be free to organize military resistance. 


EXTERNAL AFFAIRS 

Dec. 19.—A_ conference of citizens of North Shantung held at 
Pechow decided to send delegates to Peking to establish relations with 
the provisional Government, and issued a circular telegram expressing 
approval of the Japanese military operations. 

The Peking Administration was reported to have approached the 
Japanese Government with a request for a high political adviser and 
the services of Japanese experts in finance, industry, education, 
diplomacy, etc. 

Dec. 20.—Mr. Eden’s statement re recognition of new Govern- 
ment. (See Great Britain. External Affairs.) 

The Central Government, from Chungking, formally repudiated 
the Peking Administration as a bogus régime established by the Japanese 
and issued a mandate to the Military Council, at Hankow, to arrest 
and punish as traitors all concerned with it. 

Dec, 23.—An Autonomous Commission was established at Nan- 
king under Tao Hsi-shan, who issued a statement accusing the former 
Government of leading the people into indescribable misery, by pursuing 
anti-Japanese and pro-Communist policies. With the arrival of 
Japanese troops peace and order had been restored. 

Dec. 29.—Yen Hsi-shan received an ultimatum from the Japanese 
military authorities, inviting him to adhere to the Peking Provincia! 
Government, and demanding that he withdraw his troops south of the 
line Wusiang-Lingshih-Shihlow ; expel the Nanking forces from Shansi, 
and co-operate with the Japanese. 

General Kita, Chief Political Officer of the Japanese Army in 
North China, stated in Peking that the Army would give the Pro- 
visional Government the fullest support and would be responsible for 
the formation of the new permanent Administration. 

He approved its present form (with no Foreign, Finance, or War 
Minister) as being ‘‘ simple and inexpensive.’’ He believed it would 
honour the pledge to recognize foreign obligations ; it would be financed 
out of the Salt Gabelle and the Customs revenue. 

Dec. 30.—The Japanese set up a Peace Maintenance Commission 
at Tsinan, to co-operate with the Peking Administration. 

Dec. 31.—Customs revenue in 1937 totalled $342 million, $18 more 
than in 1936, and all foreign and domestic obligations secured on it were 
met ($198 million). 

Japanese peace terms communicated to the German Ambassador. 
(See Japan.) 

Jan. 1, 1938.—The Nanking Autonomous Commission was formally 
inaugurated. In a manifesto it denounced Chiang Kai-shek’s Govern- 
ment and said that, “ falling into the mistake of depending on European 
and American countries,’’ the leaders of it had associated themselves 
with the Communists and were led astray. 

Jan. 2.—The Japanese peace terms were reported to have been 
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rejected by Chiang Kai-shek, but conversations between him and the 
German Ambassador were believed to be continuing. 

jan. 3.—A provisional municipal Government was set up at 
Tsingtao with the assistance of foreign Consuls. At Tsinan a Peace 
Maintenance Commission was formed, pledged to adhere to the Peking 
Provisional Government. 


Sino-Japanese War 
PROGRESS OF HOSTILITIES 
North China. 

Dec. 20.—Further attacks on Japanese posts on and near the 
Peking-Hankow Railway were reported, and in the area west of 
Paotingfu the Japanese were believed to be on the defensive. 

The Japanese spokesman in Peking said there were not enough 
troops in Shansi to take over more territory, and it was believed that 
75,000 men had been withdrawn from North China, leaving some 
200,000 in Hopei, Shansi, and North Shantung. 

Dec. 24.—Raids were made on towns along the Tsinan-Tsingtao 
and Tientsin-Pukow railways, and a military train was destroyed near 
Tsinan. The Japanese forces crossed the Yellow River in large 
numbers. 

Dec. 25.—Three converging Japanese columns occupied Tsinan 
and a section of the railway to Chefoo. 

Dec. 26.—Tsingtao’ was declared a blockaded port, and Japanese 
warships arrived in Kiauchau Bay. 

Dec. 27.—Li Tsung-jen, the commander in Shantung, ordered a 
general mobilization of the people to defend the Province, and said the 
Governor, Han Fu-chu, was co-operating with him. 

Dec. 28.—The Japanese occupied Tsinan, the Chinese forces 
retreating to Taian. Tsingtao was stated to be under martial law, 
with Chinese troops on guard at all important points. Many American 
residents left for Shanghai in a U.S. warship. 

Suchow, the junction of the Tientsin-Pukow and the Lunghai 
railways, was heavily bombed. 

A body of former Manchurian troops was reported to have entered 
Tsingtao on Dec. 17 and blown up schools, hospitals, water-works, power 
stations, as well as the cotton mills. Other valuable property, including 
shops, was subsequently burned and looted. 

Dec. 29.—The Japanese reached Weihsien, 70 miles north-west of 
Tsingtao. More property was destroyed at Tsingtao, including tele- 
graph offices and all cables to Shanghai and Japan. 

Jan. 1, 1938.—The Japanese occupied Taian, south of Tsinan on 
the railway. 


Shanghai and the Yangtze Valley. 

Dec. 21.—Some 20,000 Japanese; troops were reported to have 
left Shanghai since Dec. 19th, and large numbers of transports were 
lying at Woosung. 

Dec. 22.—The Japanese claimed to have checked a counter- 
attack by 100,000 troops under Chang Fa-kwei near Hangchow. 

Dec. 23.—Foreign residents in Hangchow were asked to leave 
by the Japanese Army commander, one of whose columns was within 
12 miles of the city. 
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Dec. 26.—Hangchow was occupied by the Japanese, the Chinese 
retiring without fighting across the Chientang River. 

Dec. 27.—A hand grenade was thrown into a Japanese sampan 
in the Soochow Creek, wounding a soldier. The Japanese military 
authorities attributed the outrage to the failure of the Settlement 
Police to provide adequate protection. 

Dec. 28.—Another bomb was thrown into a Japanese boat in the 
Soochow creek, but no one was hurt. 

Dec, 29.—The Chinese who threw the first bomb was handed over 
to the Japanese by the Shanghai police. 

Dec. 30.—The Japanese gave their total casualties in the attack 
on Hangchow as 200. 

Dec. 31.—Chinese reports claimed that Chang Fa-kwei’s troops had 
re-entered Hangchow. 

Jan. 1, 1938.—A bomb was thrown at a body of Japanese soldiers 
sight-seeing in Shanghai, wounding 4. 

Jan. 2.—The Chinese reported the destruction of 2 Japanese aero- 
planes in a raid on Nanking. They also claimed the recapture of 
Fuyang, 20 miles south-west of Hangchow. 

Nanchang, in Northern Kiangsi, was bombed by the Japanese, and 
several air combats were reported with Chinese machines described as 
of Russian make. 


South China. 

Dec, 28.—The Japanese landed troops on Wongnan island, near 
Macao. 

Dec. 30.—Canton was raided by some 30 aeroplanes, about 35 
people being killed. 

Jan. 1, 1938.—Canton was again raided and much damage done to 
the railway to Kowloon. Chinese troops defeated an attempt by the 
Japanese to land at a point north of Macao. 


FOREIGN INTERESTS. 

Dec. 21.—The Japanese military authorities gave a guarantee that 
the railway from Hankow to Kowloon would not be attacked during 
the journey of some 300 foreigners from Hankow by special train. 

Dec. 22.—The British Ambassador in Tokyo was instructed to 
present to the Japanese Government a Note protesting against the 
action of a Japanese destroyer in firing on the Chinese Customs cruiser 
Cha Hsing on Dec. 11 from a position just outside Hong-kong territorial 
waters, while the cruiser was within the limit. She was hit and was 
beached, and later the destroyer sent two motor-boats into territorial 
waters which tried to tow her off. 

The Ambassador also stressed to Mr. Hirota the urgency of re- 
opening Hongkew and Yangtzepoo to the merchants of neutral countries 
who were not able to get access to their warehouses. 

Reports reached Shanghai that Japanese soldiers had torn down 
the flag from an American hospital at Wuhu and thrown it into the 
river ; also that they had disregarded notices in Japanese forbidding 
them to enter the Wuhu Academy, and had ordered the caretaker to 
haul down the U.S. flag. 

Dec. 25.—The Japanese C.-in-C. in Shanghai announced that the 
areas north of the Soochow Creek would be reopened for residence and 
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business to non-Chinese, subject to specified restrictions, and notified 
that severe penalties, including death, would be imposed on anyone 
interfering with Japanese operations. The prohibited activities 
included spying, endangering troops, damage to armaments, etc. 

Neither the Municipal Council nor the Consular Body were notified 
of these orders. The Japanese spokesman explained that if they had 
unfortunately to be invoked against a national of a foreign Power full 
consideration would be given to the principles of international law and 
the terms of existing treaties. 

Jan. 1, 1938.—The Shanghai Municipal Council issued a proclama- 
tion giving the police power to search any premises for arms and stating 
that anyone committing an offence against any armed forces in the 
settlement would be handed over to the Power concerned. 


Czechoslovakia 

Dec. 31.—The Neuer Vorwdrts, organ of the former German 
Socialist Party, ceased publication in Prague, being transferred to Paris, 
where the German Communist paper had moved some time previously. 


Egypt 

Dec. 21.—The Finance Minister was mobbed by students of 
Al Azhar when he went to the Palace for the reception of the new 
Greek and Hungarian Ministers. 

Dec. 23.—The Wafdist Senators and Deputies decided, by 
218 votes to 3, and the support of 22 absentees, that any Wafdist 
who might deviate from the solidarity of the Wafd by accepting the 
task of forming a Cabinet or taking office in another Cabinet or support- 
ing any Cabinet other than that of Nahas Pasha should be considered 
as being expelled from the party, and as violating the unity of the 
nation and trying to destroy the Constitution. 

Dr. Ahmed Maher, President of the Chamber, led the 3 dissidents. 

Fighting occurred between students of Al Azhar, who were cheering 
the King outside the Opera House, and a crowd of Wafdist supporters. 

Dec. 28.—The Holy Synod of the Coptic Church, sitting in Cairo, 
excommunicated the Abuna Abraham, metropolitan of Abyssinia, and 
all his supporters. 

Dec. 29.—The Head of the Royal Cabinet conveyed to the Prime 
Minister an invitation to form a Coalition Cabinet or, alternatively, to 
accept arbitration on the meaning of disputed clauses of the Constitution 
by a body which would include all Prime Ministers, past and present, 
the Presidents of the Senate and Chamber, and other Ministers. 

Nahas Pasha rejected the first offer and asked for time to consider 
the second. 

The King received in audience Mohamed Pasha Mahmud. 

__ A battalion of the Army reached Khartoum and paraded there 
for the first time since the assassination of Sir Lee Stack in 1924. 
Nahas Pasha protested against the composition of the commission 
proposed by the King to study the differences regarding the interpreta- 
tion of the Constitutional law, and made three counter proposals ; 
t.e., that points in dispute be discussed, first, by the Senate and Chamber; 
secondly, by a constitutional committee plus the Presidents of the two 
Houses ; and thirdly, directly between the Cabinet and the Palace. 
Dec. 30.—The King issued a Rescript dismissing Nahas Pasha, 
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stating that he possessed the necessary proofs that the country did not 
approve of the Cabinet’s methods of government, which disregarded 
the spirit of the Constitution and infringed public liberty. It con- 
tinued, ‘“‘ As there are no means of remedying this by retaining the 
Cabinet dismissal has become inevitable, so that it can be replaced by 
a healthy Cabinet which will stabilize the situation and establish 
tranquility in the country.” 

Mohamed Pasha Mahmud, the former Premier, formed a Govern- 
ment, taking the portfolio of the Interior himself, and appointing 
Ismail Pasha Sidky Minister of Finance; Ahmed Pasha Khashaba, 
Minister of Justice; Abdel Fatiah Pasha Yehia, Foreign Affairs ; 
Hassan Pasha Sabry, Communications ; Hussein Pasha Sirry, Public 
Works; Murad Pasha Wahba, Agriculture ; Ahmed Bey Kamel, 
Commerce and Industry ; and Lewa (General) Hussein Pasha Rifky, 
War and Marine. 

In calling on Mahmud Pasha the King referred to the necessity of 
working towards the realization of unity and ensuring the requisite 
element of stability in policy. 

Mahmud Pasha issued an order disbanding the Blueshirts and the 
Greenshirts. In a statement for the British press he said their first 
task would be to restore confidence in public security and make it clear 
that no disorders, or organizations calculated to produce them, would 
be tolerated. 

The next task would be to set going the wheels of Government, 
which were at a standstill owing to excessive concentration of authority 
in the hands of the Premier and to the pre-occupation of Ministers with 
novel interpretations of the Constitution. 

Dec. 31.—Nahas Pasha, in a statement for the press, declared that 
Mahmud and his Cabinet were notoriously enemies of the Constitution, 
and that the Wafd would continue to fight in its defence to the end. 

Jan. 2, 1938.—The King prorogued Parliament for one month. 

Jan. 3.—Parliament met to hear the King’s Rescript dismissing 
Nahas Pasha, appointing the new Premier, and proroguing Parliament. 

Nahas Pasha, in the Chamber, demanded to be heard before the 
reading, and when the President refused a noisy altercation began. 
The public and press galleries were cleared and the lights extinguished. 
Nahas, however, read a motion of want of confidence in the Cabinet, 
which his supporters declared carried. The President then ordered thie 
police to clear the Chamber. 

In the Senate a resolution was passed, with 3 dissentients, express- 
ing dissatisfaction with the Cabinet and asking the King to reconsider 
the situation. 

A Wafd Party meeting expelled Dr. Ahmed Maher, the President 
of the Chamber. 


Estonia 

Jan. 1, 1938.—The new Constitution came into force. It was cor- 
porative in character ; all political parties were to be abolished, : 
the Diet replaced by Corporations. 


France 
INTERNAL AFFAIRS 


Dec. 20.—The Minister for Air, addressing pilots of a mass flig/it 
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of 98 aeroplanes which had toured the Empire, said the whole of France 
should understand the importance of their manceuvres, and it was 
‘ good that this demonstration should have been made at the present 
moment.” 

Speaking later at a reception, he said the flight had shown that 
France was in a position to send to Africa in a few hours squadrons 
whose bombing capacity was immense. France wished the Mediter- 
ranean to be free: ‘‘ She seeks this end for herself as for others. But 
at the moment these manceuvres were in progress this freedom was 
threatened, acts of piracy committed daily, and the destiny of the 
Mediterranean seemed to be modified. We chose this moment to 
show that we can ensure by air these strategic highways indispensable 
for certain elements of our armies.”’ 

Dec. 22.—Col. de la Rocque was fined 33,000 francs and 5 of his 
associates smaller sums for reconstituting, in the Parti Social Frangais, 
the dissolved Croix de Feu. The Court held that the new body was a 
continuance of the old, and had a para-military character. 

Dec. 23.—Strikes were declared in several important factories in 
support of a stay-in strike at the Goodrich Tyre factory, which was 
surrounded by 500 Gardes Mobiles. 

Dec. 25.—A transport strike was started in Paris. The Prime 
Minister intervened and secured an armistice in the Goodrich strike. 

Dec. 28.—Three decrees were published modifying the application 
of the 40-hour week. . 

The Trade Union of Municipal Service Workers called a strike 
for the next day because the Municipality had offered wage increases 
only half those accorded by the State to fonctionnaires. The Metro. 
and the buses also decided to strike owing to the Government’s use of 
military lorries to victual Paris. 

Dec. 29.—The strike began in Paris. M. Chautemps issued a 
communsqué that the necessary steps would be taken to maintain order 
and the public services, and the strikers’ delegates would not be received 
until work was resumed. ‘“‘ In no case,” he said, “ will the Government 
admit an interruption of the essential public services.”’ 

Following a Cabinet meeting the Premier presented an ultimatum 
to the strikers that if they did not return to work the transport services 
would be taken over by the State, under a decree of 1926. The Cabinet 
was unanimous in this decision, and the Socialist paper Populaire 
condemned the strike in vigorous terms. 

Dec. 30.—The Paris strike ended, but without the dispute being 
settled. The C.G.T. stated that they had received sufficient ‘“‘ guaran- 
tees ’’ from three Ministers (MM. Dormoy, Monnet, and Faure) to 
enable work to be resumed, and stated that the workers had secured 
the same treatment as the fonctionnaires. 

The Prime Minister denied that any promises had been made, and 
pointed out that the Government had neither the right nor the power 
to give undertakings on matters with which only the Council of the 
Seine Department and the Municipal Council were competent to deal. 
(The Council of the Seine had adopted a motion giving satisfaction to 
the strikers, in defiance of the adverse report of the Prefect of the Seine, 
the Government’s representative. The Municipal Council had accepted 
this report 3 days previously, and that had caused the strike.) 

The Chamber, by 341 votes to 226, approved a clause in the 
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Finance Bill prohibiting local councils from offering higher wages to 
their employees than those received by State servants. The Municipal 
Council claimed that this vote invalidated the decision of the Council 
of the Seine to accede to the municipal workers’ claims. 

Jan. 1, 1938.—Both Houses approved a Bill extending until Feb. 28 
the compulsory arbitration law and all the collective agreements due 
to expire before then. 

Jan. 2.—The 1938 Budget was passed by both Houses ateer an 
all night sitting 53 hours after the legal time (midnight on Dec. 31). 
In the ordinary Budget expenditure was estimated at 54,739,060,976 f. 
and revenue at 54,776,176,392 f. The latter total was some 11,300 
millions higher than in 1937. 

The extraordinary Budget showed an expenditure of 18,500 millions, 
without any equivalent revenue. 


EXTERNAL AFFAIRS 

Dec. 21.—A communiqué on M. Delbos’ tour declared that it had 
shown “ the attachment of France and her friends to their agreements 
and to the League of Nations, as well as their determination to prepare 
European appeasement and the collaboration of all peoples in free and 
peaceful negotiations.” 

Dec. 23.—A communiqué re M. Delbos’ report to the Chamber 
Committee for Foreign Affairs mentioned the meeting with Baron von 
Neurath and reported that M. Delbos had spoken of the solidarity of 
France and her allies in a policy of conciliation and of their determination 
to neglect no opportunity for improving relations with every State. 

Dec. 27.—Rescue of steamer Yolande after seizure by Spanish 
insurgent warships. (See Spain. External Affairs.) 

Jan. 1, 1938.—A renewal for 1938 of the Trade Agreement with 
the\U.S.S.R. was signed in Paris. 


Germany 
INTERNAL AFFAIRS 

Dec. 21.—The Foreign Minister, in a circular to the other Ministries, 
stated that Secretary of State Bohle represented him in matters which 
were the concern of the Chief of the Foreign Organization in the Foreign 
Office, and that decisions which Herr Bohle made as representative of 
the Foreign Minister were in every case Ministerial decisions. 

Dec. 30.—The Finance Ministry anrounced extensions of the 
system for subsidizing families “ rich in children ’’ which would result 
in quadrupling the number of children for which grants would be made 
in 1938. 

Dec. 31.—In a declaration to Party members Herr Hitler said that 
at the end of 1932 ‘‘ we were a despised and downtrodden nation, 
without rights. Now we are a proud nation and a strong State, 
guarded by mighty defence services. This new power of Germany has 
helped, through her allying with powerful friends, . . . to bring about 
an international element of order in contrast to the machinations of 
dark powers. ... The Jewish-Bolshevik world revolution will be 
wrecked on this new creation of real collaboration among nations.” 

Their motto must still be the strengthening of the nation, and an 
intensification of Nazi training and organization. 

Dr. Goebbels, in a broadcast, said the Fiihrer had ensured their 
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national welfare by means of material power. He cited the reply given 
to the impudent provocation of the attack on the Deutschland and said 
‘the continued international schemings of Bolshevism have not 
entangled or deceived us.”’ 

The Geneva entente had received an annihilating blow by the 
withdrawal of Italy and ‘“‘ The new Europe seeks a new form for its 
life, both individually by States and collectively. Versailles is dead, 
and the Geneva institution which arose from it will suffer a similar 
fate.” 

Cardinal Faulhaber, preaching in Munich, referred to the 
‘ demoniacal blasphemies "’ appearing in the press. He discounted the 
importance of the practical results of the anti-Christian campaign, 
however, saying that the numbers of those who had left the Church 
had been grossly exaggerated. 

The Cardinal declared that “‘ the elevation of human beings to the 
position of a god is a great disaster among the nations of the world 
to-day.” 

Jan. 1, 1938.—The D.A.Z., in its review of 1937, pointed out that 
‘all the great events of the past year were accomplished against the 
wishes of Great Britain,’ but among the greatest gains of the year was 
a new sense of realities in England. The writer hoped she would cut 
herself away from the “ obstructionist ’’ States. 

Jan. 2.—Dr. Schacht, writing in the Periodical of German Law, 
stated that, no matter what form a future world currency order might 
take, it would in any case be based on gold. Gold currency, he pointed 
out, was neither a “ capitalistic invention ”’ nor a “ political dogma,” 
but merely a technically useful instrument for bringing order into 
international monetary relations. 

The time for a new order of such relations would come only after 
the spirit of Versailles had been overcome, and “ it is, therefore, vitally 
necessary that, above all, the problem of international debts be cleared 
up, a better raw material supply of the industrial countries be brought 
about which, so far as Germany is concerned, is linked with the return 
to her of her former colonies, and that in connection therewith the 
general economic war be terminated.” 

Jan. 3.—The Angriff, in an article attacking the Roman Catholic 
Church, explained why certain steps (such as the closing of Catholic 
printing houses and the confiscation of pamphlets) had been taken, and 
went on to point out that there was a distinction between “ political 
Catholics ”’ and “ religious Catholics,’’ and asked: ‘‘ Would our people 
understand it if Communists and reactionaries were prevented from 
carrying on their work while members of the former Centre Party were 
allowed to do so? ”’ 

It drew attention to the many privileges enjoyed by the Catholic 
Church, and said ‘‘ the withdrawal of privileges may be considered a 
hardship by those concerned, but by all right-thinking patriots it will 
be looked upon only as the restoration of full parity in Germany.”’ 


EXTERNAL AFFAIRS 
Dec. 23.—Der Volkswirt published an article by Dr. Schacht 
warning and appealing to the politicians of the world to lose no time 
in taking steps to place the international economic system on a sound 
basis. The economic system had gone into the depression of 1929 with 
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substantial reserves, which were no longer available, and the system 
was to-day on a much more precarious basis than in 1929. 

They must act much more quickly and effectively than had been 
attempted at the Economic Conference of 1933, and “ if we are to do 
that,” he said, ‘‘we must throw overboard the static thought that 
rights and duties are to be maintained as they were once, and for no 
other reason than that they once were so. We require instead .. . 
dynamic thinking—that is, a manner of thinking which takes into 
account the development and healthy living of others, and thereby of 
the world economic system. This demand is directed principally to 
the politicians, who must concede the possibilities of livelihood to the 
‘ have-nots.’ ”’ 

The Vélkischer Beobachter found evidences of a “‘ healthy realism ”’ 
in Mr. Chamberlain’s statement that the method of bilateral under- 
standings could have useful results ; it could not endorse, however, his 
remarks about the “‘ mutilated Geneva institution.” 

The Bérsen Zeitung, in a message from its London correspondent, 
maintained that there was in the British Army reorganisation an “ out- 
spokenly offensive element, in that the intention was to create an 
expeditionary force which could be a decisive element, not only in a 
French defensive war, but in an offensive campaign against Germany 
precipitated by events in Eastern Europe. 

Dec. 24.—Address by the Pope re persecution of religion in 
Germany. (See Vatican City.) 

Dec. 25.—Herr Hess broadcast an address to the ‘“ 33 million 
Germans without the Reich,” in which he said that in Germany there 
was no talk of war or of the danger of war, but only the firm knowledge 
that the Germans had no wish for war, and had at all times the strength 
to oppose any threat from outside. 

He went on: ‘“ We shall cultivate friendly relations with al! 
nations of good will, and we shall not tire in our fight on behalf of decent 
humanity against the Bolshevist clique of murderers. . . .” 

Dec. 26.—The official News Agency state that ‘“‘in view of the 
prevailing Christmas peace, not the slightest notice is being taken in 
Germany of the Pope’s address, which on the Holy Night was devoted 
to particularly spiteful, wholly unjustified and misdirected attacks 
against Germany.” 

Dec. 27.—The Angriff and other papers made attacks on the 
Vatican, and the Westfalische Landeszeitung stated that, through the 
French Communists, the Vatican “ stretches out its hand to Moscow. 
The Pope hopes that the Communists will accept Catholic principles.’ 

It was learnt that a large number of Confessional pastors had been 
released during the Christmas festival. 

Dec. 29.—The Times of Dec. 28 was confiscated owing to its 
publication of the Pope’s message. 

Jan. 3.—The Berliner Tageblatt, in an article by Signor Gayda 
stated that ‘‘ one has the impression that the main lines of British 
policy, which were formerly guided by Imperial interests and the 
maintenance of certain traditional friendships important to the defence 
of those interests, are often altered by internal considerations such as 
Parliamentary pressure and tactics. From the historical point of view 
that is certainly a symptom of decline. . . .” 

He accused Great Britain of not carrying out the essential pre- 
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ystem liminary conditions of the ‘‘Gentleman’s Agreement,” and said 4 
conditions must be fulfilled before co-operation could be developed : 
been Britain must display sincere desire for an understanding. (2) Italy 
to do must be recognized with all her “ attributes,’’ including the Empire. 
that (3) Confidence and goodwill, lacking in the Spanish question, must be 
or no shown. (4) The “ new historical realities ’’ must be frankly recognized 
te (i.e., the Rome-Berlin axis, the final farewell of Italy and Germany to 
a Geneva, Fascism and National-Socialism, etc.) 
V Ol 
y to Great Britain 
» the INTERNAL AFFAIRS 
r Dec. 29.—The Prime Minister, in a message published by Home 
mn and Empire, emphasized the achievements of 1937 as justifying the 
der- maintenance of national unity, and declared that the Socialists, by 
, his continually foretelling a slump, were doing bad service to the country 
| and to the working classes. 
ent, He noted that the number of insured people at work had increased 
out- by over 350,000, and that unemployment in the Special Areas had 
an gone down by 25 per cent. During the first 11 months of 1937 exports 
in a had risen by over £77 million, while wages had increased by {£75 million 
any per annum in the 2 years ending June, 1937. The country, in fact, 
was in an infinitely better position to meet any temporary decline in 
In world trade than it was in 1931. 
lion EXTERNAL AFFAIRS 
ere Dec. 20.—Replying to questions in Parliament, Mr. Eden said the 
dge Government recognized the Central Government as the Government of 
sth all China, and there was, therefore, no question of recognizing the new 


Administration. 
all Asked to make a statement about Italian propaganda in Palestine, 
nt Mr. Eden said: that, in view of certain reports which had been received 
of this propaganda in the Near and Middle East, he had informed the 
he Italian Ambassador that the Government were well aware of it and 
in that unless it could be brought to an end it would be impossible to 


ed create the atmosphere necessary to the prosecution of successful 

Ks conversations designed to improve relations between England and Italy. 

He added that the propaganda had not ceased since his repre- 

he sentations, and also reminded the House that British news was being 

he broadcast in a number of foreign languages, and that there were broad- 
hs casts in Arabic from Jerusalem. 

' Dec. 21.—In a general review of foreign affairs in Parliament 

ni Mr. Chamberlain said that a china shop was not the best or safest place 

for a fencing match, and if he was not as informative as the critics of 

ts the Government would like it must be remembered that even if the 


Opposition did not feel any responsibility for the safety of the crockery, 
certainly the Government did. 
h The objectives put forward by the Opposition were common to 
€ them all; it was when it came to methods that he found their speeches 
‘ singularly lacking in’constructive ideas, and he could not perceive what 
: was the particular course they would have had the Government take 
' unless it was to go to war with any Power with whom they disagreed. 
As to Lord Halifax’s visit to Berlin the conversations there were 
confidential, and they were not negotiations, so no proposals were 
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made and no pledges given; but what they had achieved was “ to 
establish a personal contact between a member of H.M. Government 
and the German Chancellor, and to arrive, if possible, at a clearer 
understanding on both sides of the policy and outlook of the two 
Governments. I think I may say that we now have a fairly definite 
idea of the problems which, in the view of the German Government, 
have to be solved if we are to arrive at that condition of European 
affairs which we all desire. . . .” 

It was obvious that such a condition could not be achieved by a 
bargain between two particular countries ; “ this is rather to be con- 
sidered as a first step towards a general effort to arrive at what has 
sometimes been called a general settlement . ..a position when 
reasonable grievances may be removed, when suspicions may be laid 
aside . . . that obviously postulates that all those who take part in 
such an effort must make their contribution towards the common end. 
But . . . I think it must be clear that conclusions cannot be hurried 
or forced. . . .” 

He appealed for the exercise of restraint and toleration by the 
press of both countries, and then turned to M. Van Zeeland’s forth- 
coming report. He pointed out that all that statesman could do was 
to give them the benefit of suggestions arising from his investigations, 
and that it was not possible entirely to separate economic from political 
conditions. An economic problem was much more likely to receive 
favourable consideration if it had been preceded by some easing of 
political tension. 

Referring to the conversations with the French Ministers he 
emphasized that there had been no attempt either on the one hand 
to break up or weaken friendships and understandings already arrived 
at or, on the other, to set up blocs and groups of Powers in opposition 
to one another. There was something common to all countries, and 
that was the natural desire to improve their own condition. 

Finally, as to Spain, he said the record of the Opposition had not 
been altogether a happy one ; when the Government had been invited 
by the other Powers to try to put an end to the non-intervention 
deadlock by preparing some kind of a compromise plan, as soon as they 
had produced it the Opposition demanded the adjournment of the 
House in order that they might condemn it and demand its withdrawal. 
They complained that the non-intervention policy was dictated by 
expediency and that the expediency failec. If they meant that that 
policy was designed to prevent the conflict spreading beyond Spain, 
and he agreed that that was the object of the policy, then so far from 
failing it had been a complete success. Every other Government, from 
Italy on one side to the U.S.S.R. on the other, had accepted the British 
plan. 

The Opposition demand for justice for the Government of Spain 
meant intervention on one side; the Government wished to back 
neither. “I think we may fairly claim,’”’ he added, “‘ that during the 
past 6 months there has been a perceptible lessening of the tension in 
Europe... .” 

Turning to the Far East, Mr. Chamberlain said that whatever 
might be the true history of the matter, “ it is certainly a fact that no 
attempt has ever been made by Japan to seek a settlement by peaceful 
means.”” She had refused to attend the Brussels Conference and 


26 

















e 


to 
1ent 
arer 
two 
nite 
ent, 
ean 


ya 
on- 
has 
hen 
aid 

in 
nd. 
ied 


th- 
las 
ns, 
cal 


ve 
of 











27 


refused even to enter into informal discussions outside it. The result 

was the Conference failed to find some method of ending the war by 
peaceable means. There was no mention of force in the Nine-Power 
Treaty, and coercion would not have obtained the support of any 
member of the Conference, of which there was one feature from which 
they might draw some satisfaction, and that was that throughout they 
found themselves “‘in complete and harmonious agreement with the 
delegation of the U.S.A. on all the matters we discussed.” 

Great Britain had constantly offered her services to try and find 
some means of ending the conflict, and they were still anxious to serve 
the cause of peace by any honourable means open to them, but “ it 
must not be thought that our desire for peace and our patience under 
repeated provocation mean that we are either indifferent to our inter- 
national obligations, or that we are forgetful of our duty to protect 
British interests. It is now for the Japanese Government to show that 
they in their turn are not unmindful of the rights and interests of 
foreigners and that their assurances and apologies mean something 
more than words.” 

Finally, as to the League, the Government still believed in those 
ideals of international co-operation which were present to the minds of 
its founders. The League could still play a part in world affairs and 
it would do so all the more effectively the more willing it was frankly 
to face the realities of the situation. The Government would continue 
to give it their warmest support, believing that it could afford the 
nucleus for the better and more comprehensive organization which they 
believed was necessary for the maintenance of peace. 

He reminded the Opposition that Britain could not be the policeman 
of the world and asked how, that being the case, they could protect 
all the interests of the world. How, also, were they to get other nations 
alongside them ? Were the Opposition completely blind and deaf to 
what had taken place ? 

Mr. Eden said it had been suggested that the Government had some 
intention of trying to reach some settlement with Germany in the 
colonial field on the basis of a deal at the expense of other colonial 
Powers. He wished to state publicly and categorically that nothing 
could be further from the intention of the Government than to advance 
or countenance any such proposal. Another suggestion was that they 
had revived the pre-War negotiations with regard to Portuguese 
possessions. Those proposals were dead, and the Government had not 
the least intention to revive them. 

As to charges that they had internationally allowed authority to 
lapse, in the Abyssinian incident it could not possibly be pretended by 
anybody that other countries were longing to do things which they 
would not do. As to Japan, if the Opposition advocated sanctions, 
there were two forms, the ineffective, not worth putting on, and the 
effective, which meant the risk, if not the certainty of war. He said 
deliberately that no one could contemplate any action of that kind in 
the Far East unless they were convinced that they had overwhelming 
force to back their policy. It must be perfectly clear to everyone that 
that force did not exist. 

As to Spain, he was convinced that so far as the country as a whole 
was concerned it endorsed the non-intervention policy, simply because 
it knew that policy was conceived in the interests of European peace. 
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If other nations insisted on burning their fingers in the Spanish furnace 
that was no reason why England should do so. 

The Far Eastern conflict was going to bring great impoverishment 
to every nation there. There were three principles they must see there ; 
first, they must do all they could to secure restoration of peace ; second, 
they must do their full share, with others, in the fulfilment of their 
international obligations ; and third, must protect their own interests 
and, of course, British territory. There was only one important aspect 
of the situation which they could view with satisfaction—that they 
were constantly, daily, in close consultation with the U.S. Government. 

In conclusion, he reminded the House that Britain was not without 
friends, and he recalled the speeches by Turkish Ministers and the 
“very remarkable declaration ’’ of the Rumanian Premier as well as 
the relationship with France, the U.S.A., and many other States. 

There was something even more important than rearmament— 
the spirit behind it, and “in that respect nobody should make the 
mistake of thinking that the spirit or the tenacity of the people of this 
country has in any way changed in recent years.” 

Dec. 23.—In reply to statements drawing attention to the serious- 
ness of the problem presented by the campaign of slander conducted 
against the country by the Italian press and radio, Lord Cranborne 
said the Government took a most serious view of it. It was no use 
following the old practice of letting facts speak for themselves ; this 
Government-controlled Italian propaganda completely distorted public 
opinion in Italy and, to a lesser degree, elsewhere. 

Several protests had been made in the past, and the propaganda 
had lessened, but during the past 3 months there had been a recrudes- 
cence, and that was why Mr. Eden had warned Count Grandi that, 
unless it stopped, the suggested conversations for improving relations 
would be impossible. 

If this warning were not effective the Government would not 
hesitate to take all further appropriate measures. If the debate showed 
the Italian Government that the whole British nation resented the 
campaign and was determined not to put up with it, it would do good. 

Dec. 28.—Japanese reply to Note re attack on the Ladybird. 
(See Sino-Japanese War. Foreign Interests, and Special Note.) 

Dec. 29.—Protest to Japanese Government ve statement in explana- 
tion of attacks. (See Japan.) 

The Foreign Office issued a statemeni defining the attitude of the 
British and Dominion Governments to the Irish Constitution, saying 
“they are prepared to treat the new Constitution as not affecting a 
fundamental alteration in the position of the Free State, in future to 
be described . . . as ‘ Eire,’ as a member of the British Commonwealth 
of Nations.” 

They took note of Articles 2, 3 and 4 of the Constitution ; they 
could not recognize that the adoption of the name “ Eire,’”’ or any other 
provisions of those Articles involved “‘ any right to territory or juris- 
diction over territory forming part of the United Kingdom... or 
affects in any way the position of Northern Ireland as an integral part 
of the U.K... .” 

Dec. 30.—The Montreux Convention of May, 1937, abolishing the 
Capitulations in Egypt was published as a Blue Book, Cmd. 5630. 

Jan. 3.—News was broadcast from London in Arabic, for the first 
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time, to the countries of the Near East. Representatives of Egypt, 
Saudi Arabia, the Yemen, and Irak spoke, expressing satisfaction at the 


lace 












































ent inauguration of the service. 
re ; Italian comment on the Arabic broadcasts. (See Italy. External 
nd, Affairs.) 
heir 
ests Hungary 
ect Dec, 21.—The Regent, speaking at Szolnok, deprecated all attempts 
hey to raise the question of the Throne. He was convinced of the necessity 
ont. of preserving the institution of the Monarchy, but it had to be left to 
out the constitutional factor to choose the proper moment for giving 
the articulate expression to the national will. 

as He called on the people to avoid issues which might create serious 

dissensions in their ranks. 

t— Dec. 27.—A commercial agreement with Czechoslovakia was signed 
the in Budapest providing for larger reciprocal quotas in 1938. 

his Dec. 29.—The Government published its Electoral Reform Bill 

enfranchising all men of a certain standard of education over 26, and all 

- women over 30 if self-supporting or married to men with a vote. 
fe 
ne Iraq 

Ise Dec. 23.—The King opened the new Parliament, and in the Speech 
his from the Throne stated that Iraq would do her best to strengthen the 
lic ties of friendship and alliance with Great Britain. 


Report on the Assyrian settlement on the Khabur. (See League 
da of Nations.) 
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Irish Free State 
Dec. 29.—The new Constitution came into force, completely 


ot divorcing ‘‘ Eire ’’ (Ireland) as the State was named, from the Common- 


v wealth as far as domestic affairs were concerned. 

be The King was still “‘ recognized ’’ for purposes of external repre- 
d. sentation, and of defence. 

d. Statement defining the attitude of the British and Dominion 


Governments. (See Great Britain. External Affairs.) 





a- 
Italy 
1e EXTERNAL AFFAIRS 
ig Dec. 20.—Mr. Eden’s statement ve Italian propaganda in Palestine 
a and elsewhere. (See Great Britain. External Affairs.) 
0 Three battalions of Blackshirts left Naples for East Africa. 
h Dec. 21.—The Messagero justified the Bari broadcasts in Arabic 
and other Eastern languages by saying that Italy did nothing like as 
y much foreign propaganda as Great Britain, and declared that it was 
T curious that each time there was a prospect of negotiations between 
- Italy and England some objection was raised in London. 
rr Dec. 22.—Signor Gayda, in his paper, maintained that Mr. Eden’s 
t accusation of Italian propaganda in Palestine was “a fable ’’ and said 
he himself employed agents to spread anti-Italian propaganda in all 
¢ countries, particularly the U.S.A. 
He also said that Mr. Eden’s attitude was merely a rather unfortu- 
t nate attempt to create a new pretext for his inactivity in the creation of 
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good relations with Italy. It would have been more honest if he had 
said bluntly and plainly that he conceived his task in Europe to consist 

_dp.a blank refusal to collaborate with Italy and Germany. 

i Press comments on the debate in Parliament included the remark 
that it was characterized by confusion, indecision, and lack of a sense 
of realities. 

Dec. 23.—Statements in Parliament re anti-British propaganda. 
(See Great Britain. External Affairs.) 

The Popolo d’Italia, in an article by the Duce, referred to the 
“Ludlow proposal’’ in America for submitting the right to declare 
war to a referendum and said that its author had had the “ unpardon- 
able candour”’ of taking democracy seriously. 

It went on: ‘‘ Democracy either is or is not ; the people either is 
or is not sovereign, and in this latter hypothesis the people is simply 
a puppet in the hands of plutocrats, capitalists, secret societies, and 
political castes which exploit and deceive it on the pretext of represent- 
ing it.” 

Why should the citizens of America not be allowed to express 
their opinion on peace and war, he asked. The uproar caused by Mr. 
Ludlow’s proposal was the proof that ‘‘ democracy is false. Its 
principles are applicable only in the ordinary and not in the extra- 
ordinary contingencies of life.’’ 

The writer’s own definition of democracy was that it was a ‘‘political 
system in which from time to time the people is given the illusion of 
being sovereign.’’ A useless illusion, and a ridiculous sovereignty, with 
which “ the authentic people ’’ does not know what to do. 

Signor Gayda, in his paper, claimed that the decision of the British 
Government to broadcast in Arabic was not a counter-attack against 
Italian propaganda, but was simply an attack, since Italian propaganda 
during the sanctions period was a legitimate measure of defence, but 
that did not now exist. 

Great Britain was now taking the initiative with an antagonistic 
and more or less aggressive purpose against Italy. 

Dec. 30.—The official Diplomatic Information published a 
declaration of friendship ,with Rumania, describing the formation of 
the new Government as “ as indication of the profound transformation 
which is taking place in the whole Danube valley.” 

Signor Gayda, in his paper, decided that as M. Goga had only 
36 seats in Parliament he obviously meant to rule without it. His 
régime would be one of frank and militant racialism ; in home affairs 
his Government would move in the direction of strong action of the 
Fascist type, and in foreign policy he would desert “ the vain ideologies 
of wordy democracy ”’ in favour of “ realistic conceptions.”” He wished 
to collaborate with the Rome-Berlin axis. 

A trade and navigation agreement with Japan was signed in Rome, 
providing, it was reported, for the admission by quota of Japanese 
goods into Abyssinia. 

Jan. 3.—Signor Gayda described the English broadcasting of news 
in Arabic as declaredly hostile in intention, and accused the British 
press of publishing “‘ monstrous and barefaced lies about Italy.’ 
““ These lies are concocted daily with deliberation,’’ he went on, “ to 
serve an organized anti-Italian campaign which helps to swell the 
efforts of anti-Fascism and British Imperialism. They suffice to 
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determine with exactitude the responsibilities of Great Britain as an 
aggressor and a disturber of the peace of Europe.” 

He declared that the Italian broadcasts consisted, apart from 
cultural contributions, of a bare summary of facts taken from the 
British newspapers themselves. 

He also accused Great Britain of not wanting peace in Palestine 
as the price of an agreement reached with the Arabs, because her 
political and military plans in the quarter, which provoked the resent- 
ment of the Arabs, were aimed against Italy. 

Signor Gayda’s article in the Berliner Tageblatt. (See Germany. 
External Affairs.) 


Japan 

Dec. 20.—Foreign Office spokesman’s statement re Panay incident. 
(See Sino-Japanese War. Foreign Interests and Special Note.) 

No report of the details of the attack on U.S. vessels appeared in 
the press, which merely referred to the accidental sinking of the Panay, 
and the firing on British gunboats by mistake. 

Dec. 22.—The police announced the arrest on December 15 of 
370 persons suspected of ‘‘ Communist” activity, and accused of 
“spreading anti-war talk instead of co-operating with the nation to 
support the Government’s policy in China.” 

The Home Office issued orders dissolving the Proletarian, or Social 
Mass, Party and the National Council of Labour Union. 

It was learnt that representatives of 36 cultural and philanthropic 
organizations had written to President Roosevelt expressing sorrow for 
the sinking of the Panay. 

The Chief of the Army General Staff publicly thanked 34 shipping 
companies for their services in transporting troops. The companies 
agreed to subscribe for 10 million yens’ worth of war loan. 

; Foreign Office statement ve attack on the Panay. (See Special 
Note.) 

Dec. 23.—Conference with U.S. Ambassador re Panay incident 
and statement by Colonel Nishi. (See Special Note.) 

All the parties, including Labour, decided to continue to support 
the Government in the Diet. 

Dec. 24.—Note to U.S. Government ve Panay, and acceptance of 
it by Washington. (See Special Note.) 

Dec, 26.—The Emperor, opening the Diet, said Japan’s relations 

with foreign Powers were growing in cordiality, and ‘‘ our armies are 
winning every battle, enhancing their prestige at home and abroad, 
and the nation is united behind the guns.” 
__ The House of Representatives adopted an address to the Throne 
felicitating it on the capture of Nanking and saying that popular 
confidence was returning in the region occupied, “ with every promise 
assured for the attainment of peace in the Far East, all of which is 
entirely due to Imperial virtue and influence. 

“ In view of the fact that the ultimate goal is far off, however, we 
all hereby pledge to do everything in our power and in our unstinted 
service to the State with tenacity of purpose.”’ 

The ordinary Budget for 1938-39 was circulated, showing revenue 
at 2,867 millions odd (say £168} million) including an issue of bonds 
Prt 694 million, of which 557}? millions was to be spent in Man- 
chukuo., 
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Dec. 28.—Note re attack on Ladybird handed to the British 
Ambassador and statement by the Foreign Office. (See Sino-Japanese 
War. Foreign Interests, and Special Note.) 

Dec. 29.—The British Counsellor of Embassy told the Foreign 
Office that his Government could not accept the Navy’s and the Army's 
accounts of the attacks on Ladybird and Bee published the previous day. 

The Foreign Office undertook to communicate the British comments 
to the military authorities. 

Dec. 30.—Signature of trade agreement with Italy. (See Italy.) 

The Note to Great Britain was published in Tokyo. 

Dec. 31.—The German Ambassador was understood to have 
received from the Government peace terms for presentation to the 
Chinese Government through his colleague in Nanking. They were: 

(1) The conclusion of an economic agreement granting Japan participa- 
tion in China’s national resources, Customs, transport, and com- 
munications. (2) Chinese adherence to the anti-Comintern Pact. (3) 
Stationing of permanent Japanese garrisons in China. (4) The creation 
of demilitarized zones, specified by Japan. (5) Formation of an inde- 
pendent government in Inner Mongolia. (6) Payment of an indemnity. 

The British Note was published, with a Foreign Office statement 
saying that it was ‘“‘ a matter for congratulation that the unfortunate 
incidents had been settled amicably through the traditional spirit of 
friendship between England and Japan, supported by the attitude of 
calm and sincerity which prevailed in both countries. 

The Foreign Minister, in a message to the nation, noted that the 
London conversations with the British Government had been suspended 
after the outbreak of war and said it was natural that Britain should 
be concerned about China, where she had extensive interests. 

Japan, in view of her old friendship with Britain, did not mean 
to disturb British interests. Some Englishmen had unnecessarily 
blamed Japan, and the Japanese failed to understand their attitude. 
They sincerely desired that the British should make an effort to avoid 
misunderstandings, relying on Japan’s intentions which were to main- 
tain peace and check Red penetration in the Far East. 

He interpreted the Soviet-Chinese Pact as meaning that the supply 
of Russian arms to China had been politically guaranteed. 

Jan. 2.—Prince Konoe, in a message to the nation, said ‘‘ We must 
make our preparations for a long-term battle more thoroughly than 
ever,” and ‘“‘ no matter how troublesome, Japan must go to the length 
of destroying the very source of the so-called long-term resistance 
against Japan and free the Chinese people from the pressure they are 
now suffering.”’ 


League of Nations 


Dec. 23.—Reports received on the Assyrian settlement on the 
Khabur stated that League officials were confident that the settlers 
could be rendered self-supporting. The district was considered un- 
acceptable by about a third of the colony, but now that the settlement 
was to become permanent it might be expected that they would make 
the best of it. 


Mexico 
Dec. 31.—American and British oil companies told the Government 
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that it was impossible for them to pay the increased wages awarded by 
the Arbitration Conciliation Board. 


Morocco 

Dec. 23.—The Resident General, opening the session of the 
Government Council in Rabat, said the Budget would be balanced at 
1,067 million francs without new taxation. The reforms recommended 
by M. Sarraut would be put in hand. 


The Netherlands 

Dec. 22.—The Government suggested to the Belgian Government 
a joint démarche of the Oslo Convention States to ask the Western 
Powers to recognize Italian sovereignty over Abyssinia. 

Dec. 27.—The Foreign Minister, in a letter to a Communist member 
of Parliament, said that some time previously the Government had 
asked the Oslo States whether they were inclined to make a joint 
démarche with the British and French Governments on the de facto 
recognition of the Italian occupation of Abyssinia, and consultations 
were going on. The occupation was a fact, and, in acknowledging this 
fact the view held by the Government at the time of the war “ is in 
no way being abandoned.”’ 

By non-recognition relations with Italy were being harmed. In 
spite of everything the time would come when recognition of the 
accomplished fact was to be expected. It would not endanger the 
independence of small States ; this danger was created by the conquest 
itself, which could not be prevented by the League. 

Jan, 2.—It was learnt that the Queen had telegraphed to the 
Emperor Haile Selassie declaring that “ while fully persevering in its 
traditional policy of the defence of international law, my country is 
bound to take account of the fact of the Italian occupation of Ethiopian 
territory and that the measures of the League, in which the Netherlands 
took part, were not able to prevent it. . . . My Government have no 
intention of proceeding to de jure recognition.”’ 

The Government, in a reply to the report of the Senate on the 
Budget for 1938, made the statement that, in existing circumstances, 
“we may no more rely on the League of Nations as a guarantee of 
collective security.” 


Norway 

Dec. 28.—The Foreign Minister informed the foreign press that 
the Government had had no further news from Holland re the recogni- 
tion of Abyssinia since the matter was brought forward in October. 
They had then answered that they did not wish to make such overtures 
as were suggested, and they were not considering the question. 

Dec. 29.—The King, in a message to the Emperor Haile Selassie, 
said “‘ My Government refuses the invitation of the Netherlands to 
approach Great Britain and France with regard to the recognition of 
the Italian conquest of Abyssinia.” 


Palestine 
Dec. 21.—Two Jewish buses were fired on near Jerusalem and one 
man was dangerously wounded. 
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Dec, 22.—An Arab was sentenced to death at Nablus for carrying 
arms. At Tayyiba the punitive police force was increased from 6 to 
25 men, to be paid by the villagers. 

Dec. 23.—A large band of Arabs was engaged in the hills west of 
Tiberias, eighteen being killed and one captured. 

Four Arabs were sentenced to death for highway robbery near 
Ramleh. 

Dec. 24.—The fighting west of Tiberias continued, and the Arabs 
were pursued eastward from near Arrabeh. 

Dec, 25.—A British officer and a private were killed during the 
pursuit of the Arabs towards the Sea of Galilee. Several incidents were 
reported from Jerusalem, including attacks on Jewish and Arab buses. 
At Haifa a bomb thrown into a café was picked up and thrown outside 
by a British soldier. 


Poland. 

Dec. 20.—Count Drohojowski was sentenced to 34 years’ imprison- 
ment and others to shorter terms for taking part in the peasant strike 
in Galicia in August. The Court found that the “ strike ’’ was organized 
for political purposes by the Populist (peasant) Party. 

Dec. 27.—The Ambassador in Moscow protested to the Soviet 
Government at the accusations made twice against Polish officials 
regarding outbreaks of fire in Russian trains. 


Portugal 
Dec. 22.—The Prime Minister sent his thanks to the British 
Embassy for Mr. Eden’s clear and unambiguous statement repudiating 
any intention of solving the German colonial question at the expense 
of Portugal. 
Jan. 3, 1938.—The Budget for 1938 showed expenditure at 
£22 447,272 and revenue at £22,472,727. 


Rumania 

Dec. 20.—The General Election was held. 

Dec. 22.—The Government lists obtained 971,000 odd votes, or 
37.5 per cent. of the total, and the National Peasant Party 530,000 odd, 
or 19.6 per cent. 

The Iron Guard obtained 430,000 votes, or 16.9 per cent.; the 
anti-Semitic bloc (M. Cuza) 260,000, or 9.7 per cent. ; and the Liberal 
dissidents (M. Bratianu) 107,000, or 4 per cent. The Hungarian 
minorities secured only 4.4 per cent. of the total. 

The Government lists were made up of the Liberal Party and its 
temporary allies, the Rumanian Front (M. Voevod), the National 
Democrats (Prof. Iorga) and the German Party. 

Dec. 23.—The Central Electoral Commission decided that the 
total of the votes cast should be counted for the whole country and not 
by districts. This resulted in the Government lists obtaining 180 
mandates, instead of 157. 

Dec. 27.—The King received M. Goga, leader of the National 
Christian Party. 

Dec. 28.—The Cabinet resigned. Appointment of new Government 
and statements of policy issued. (See Special Note: The New Govern- 
ment in Rumania.) 
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Siam 
Dec. 21.—Phya Bahol formed a Government with the same Cabinet 
as before the Election, except for the Ministry of Justice. 


Dec. 31.—A Treaty of Friendship and Trade with Germany was 
= signed in Bangkok. according Germany most-favoured-nation treatment. 
bs South Africa 
Dec. 31.—General Smuts, in a broadcast on the League of Nations, 
he said that the Covenant was a vision, but it was not visionary. It was 
re the truest, most realistic vision yet seen in the affairs of the world, 
my and simply “ carries into world affairs that outlook of a liberal demo- 
le cratic society which is one of the great achievements of our human 
advance. Perhaps that is the real reason why the new dictators object 
to it. . . . The Covenant simply carries a step further the process by 
which the State has already succeeded in suppressing private feuds and 
. wry, violence and has substituted peaceful Parliamentary action for 
both.” 
4 It was not true that the Covenant was planned and intended as 
an instrument to carry out the Peace Treaty and secure the spoils for 
t the victors. It was only “ a terrible mischance ”’ that linked it with the 
Is lreaty, and ‘‘that blunder contributed to the worst blow the League 
; ever received, by keeping the United States out of the League. . . .” 
‘““ The sacred duty was laid on us,”’ he declared, “‘ to see the League 
through as a going concern.”’ 
: Spain 
~ INTERNAL AFFAIRS 


Dec. 21.—The Government forces entered Teruel, after capturing 
the heights north of the town. They claimed to have taken 12,000 
prisoners and many heavy guns. 

Dec. 22.—A Salamanca communiqué stated that there was “ abso- 
lutely no truth in the report that Teruel has fallen into the hands of 
the Republican troops.” 

Dec. 23.—Salamanca and Cadiz broadcasts stated that reinforce- 
ments were advancing rapidly to relieve the troops still holding out in 
parts of Teruel. 

Dec. 26.—The insurgents were stated to be holding out in the 
seminary and the Civil Government buildings in Teruel, but the old 
barracks and nearly all the town was in Government hands. 

Dec. 28.—Government forces captured the seminary. Some 200 
political prisoners in Teruel prisons were released. 

It was learnt that General Franco had accorded Christmas pardons 
to 25 people condemned to death. They included a Russian, a Pole, 
and 3 Algerians. 

Dec. 29.—General Aranda’s relieving column advanced to within 
a short distance north-west of Teruel, and claimed successes in the air. 

Dec. 31.—Salamanca announced that their troops had entered 
Teruel after an intensive artillery bombardment. 

Jan. 1, 1938.—General Aranda reported the capture of two Generals 
and some 3,000 prisoners, 120 guns and 190 tanks. 

Barcelona was raided by air and some 50 people killed. 

Jan. 2.—Government reports admitted the loss of Concud, just 
north-west of Teruel, and of the Tooth of Teruel, to the west. General 
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Aranda claimed to have established touch with the garrison besieged 
in’ the city. 

Italian correspondents reported that their airmen and gunners 
played a prominent part in the fighting. 

Jan. 3.—Government forces captured the Civil Government 
building at Teruel; they also claimed to have gained ground west of 
the town. 

General Franco broadcast a message to the people in which he 
recalled the victories of 1937, which included 4 new Provinces redeemed, 
and said: “I offer you not only a definite and near victory, but also 
victories of peace, which will succeed each other with perfect precision. 

When the gun makes way for the plough | there will be: much work 
for everybody, long and wearying work. 

Speaking to a crowd of demonstrators he said, ‘“‘ The chain of 
victories of the year now ended has been clasped with the Teruel 
brooch.” 


EXTERNAL AFFAIRS 

Dec, 21,—The Salamanca Administration issued a _ statement 
explaining that they did not at present claim that the measures taken 
by their naval patrols were equivalent to a blockade in the legal and 
technical sense. ‘It is therefore implied that the Nationalists do not 
yet claim the rights of a blockader who has been recognized as a 
belligerent.” 

The mines near Republican ports were directed against their 
warships and merchant ships. The Nationalist patrols would not 
interfere with ships on the high seas, provided they carried no contra- 
band, and operations against Republican harbours would not be 
directed against foreign merchantmen, but if foreign ships anchored 
near military objectives the Nationalists could not hold themselves 
responsible for any damage suffered. 

The safety zones at Valencia and Barcelona would in future be 
regarded as free only to foreign warships, and the safety of merchantmen 
anchored in them could not be guaranteed. 

Dec. 27.—Insurgent warships stopped the French steamer Yolande 
en route to Barcelona from Marseilles, ordered her to alter course, and 
when she signalled for help, ordered her to stop using her wireless. 
A French destroyer came up and challenged the warships, and took 
her to Port Vendres to examine her cargo, which was found to contain 
no war material. 

Dec. 29.—It was announced that an agreement had been reached, 
through the efforts of the British Ambassador and the International 
Red Cross, for the exchange of 200 prisoners from either side who were 
under sentence of death. 

The British Ambassador left for England on leave, and the Embassy 
at Hendaye was closed. 

Mr. Leche was appointed British Minister at Barcelona. 

Dec. 31.—A British and two American press correspondents were 
killed near Teruel by shell fire. 


THE NON-INTERVENTION COMMITTEE 


Dec, 22.—The Sub-Committee reached agreement on all the points 
in the mandate to be given to the two Commissions going to Spain. 
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It also agreed that the Secretary to the International Board should be 
authorized to spend up to £5,000 (from the International Fund) to start 
investigation of the administrative problems involved in the plan for 
the withdrawal of foreigners. 


Switzerland 

Dec, 22.—M. Motta, speaking in Parliament, said the League of 
1937 did not much resemble the idea they had of it in 1920, but their 
own adherence to it was wise. Their neutrality formed an obstacle, 
but it had been thought that if that was safeguarded in its military 
aspects Switzerland could run the risk of being a member, that risk 
being compensated for by the guarantees of security which the League 
was to afford. 

M. Motta declared that nobody should dream of asking Switzerland 
to leave it ; if it had failed in some cases its value as a symbol remained. 
Its form might be altered, but it had to exist in substance. Switzerland 
must not give the impression that she was in the orbit of a determined 
group of States. ‘‘ We are our masters and we want to be autonomous 
and free.”’ 

Swiss military neutrality would run no danger from membership 
of the League. The system of sanctions was now practically unattain- 
able and the League should now, if it wanted to become universal, give 
up methods of compulsion. It ran the risk of transforming itself into 
a coalition drawn up against another coalition, but the Federal Council 
was persuaded that Great Britain and France, seconded by the firm will 
of other States such as the Netherlands, Belgium, and the Scandinavian 


States, would prevent it from falling into the fatal error of becoming 
the servant of one or another ideology, and thus altering its reason for 
existence, its nature, and its aims. 


Turkey 
Dec, 23.—It was announced that a three-year plan for the develop- 


ment of coal, copper, chrome, and other mining was to be applied 
immediately. 


U.S.A. 
INTERNAL AFFAIRS 

Dec. 19.—President Roosevelt sent a Message to Congress asking 
for new naval appropriations some $50 million more than the previous 
year, making the cost of the whole programme $575 million. 

Dec. 20.—The 11th Destroyer Squadron was ordered to San Pedro, 
California, to join the battleships and heavy cruisers of the Fleet. 

Dec. 23.—It was understood that the Navy Department was asking 
for funds to establish a seaplane base at Unalaska. 

Dec. 28.—The President announced that a recommendation might 
be made to Congress for increasing the strength of the Navy, and said 
he had written to the Chairman of the Naval Affairs Committee of the 
House advising him that, in view of the international situation, more 
ships might be asked for. 

He also wrote to the Chairman of the Appropriations Committee 
referring to the provision made “ some time ago”’ for beginning the 
construction in the fiscal year of 1939 of 2 battleships, 2 light cruisers, 
8 destroyers, and 6 submarines. 
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‘‘ Since that time,”’ he said, “‘ world events have caused me growing 
concern. . . . In speaking of my growing concern I do not refer to 
any specific nation or any specific threat against the U.S.A. The fact 
is that in the world as a whole nations are not only continuing, but 
enlarging, their armament programmes. I have used every conceivable 
effort to stop this trend and work towards a decrease of armaments. 
Facts nevertheless are facts, and the U.S. must recognize them.”’ 

Therefore, after the next session had met he might send supple- 
mentary Estimates for beginning the construction of additional vessels. 

Dec. 29.—The Assistant Attorney-General, addressing the Academy 
of Political Science at Philadelphia, made a bitter attack on “ big 
business,’’ which, he said, was trying to use the current recession to 
liquidate the New Deal. 

Dec. 30.—The Secretary of the Interior, in a broadcast, said the 
irreconcilable conflict between the power of money and the power of 
democratic instinct had reached such intensity that it was clear it must 
be fought to a finish, until either America’s 60 families or her 120 million 
people won. If the former did, then “ the America that is to be will 
be a big-business, Fascist America, an enslaved America.”’ 

‘“‘ Big business,’’ he declared, ‘‘ could not treat with the Govern- 
ment as one sovereign Power with another. It must learn to get along 
with public opinion, as business has learned in England.” 

Dec. 31.—The President ordered that the price for silver newly 
mined in the United States should be reduced from 77.57c. per oz. to 
64.64c. 

Jan. 1, 1938.—The head of the National Employment Census 
published figures showing that in the third week of November the 
number of unemployed was between 7,882,912 and 10,870,000. 

Jan. 3.—Mr. Roosevelt’s address to Congress was devoted mainly 
to the internal situation, and described his policy as aiming at the 
co-operation of both capital and labour in improving the condition of 
the people. He recognized that ‘no Government can conscript co- 
operation.” 

Capital and reasonable earnings on capital were, he considered, 
essential, but “‘ the misuse of the powers of capital and the selfish 
suspension of the employment of capital must be ended or the capitalist 
system will destroy itself through its own abuses.” 

No one was more anxious than he to see the Budget balanced, but 
on certain conditions. Work must be provided for those who might 
otherwise starve ; the Legislature must co-operate with the Executive 
in curtailing expense where ncessary functions of government were not 
involved ; and the purchasing power of the nation must be raised to 
a level which would make the return from taxation sufficient to cover 
necessary expenditure. 

The main object of his policy was to raise the national income (it 
had increased from $38,000 million in 1932 to $68,000 million in 1937) 
and to secure a better balance between the three sections of the popula- 
tion—the primary producers, the workers in manufacturing industries, 
and those engaged in distribution and transport. 

The time had come to recognize that men who destroyed their own 
assets destroyed the nation’s assets and became “ not only a social 
problem but an economic menace.’’ Complete uniformity in labour 
conditions was not reasonable or practicable, but legislation on hours 
and wages was essential for economic recovery. 
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The Supreme Court delivered judgment in the case of two Power 
Companies which sought to restrain the Public Works Administration 
from making loans and grants to local authorities for the construction 
of publicly owned power plants. 

It ruled that private power companies had no right to challenge 
the action of the Government in making such loans; also that com- 
petition by the Municipalities was entirely lawful ; therefore the legality 
of borrowing or taking money from the Federal Government was not 
brought into question. 

EXTERNAL AFFAIRS 

Dec. 20.—Mr. Hull, in a letter to Senator Smathers, said the 
American forces in China “‘ have never had in any sense any mission of 
aggression. It has long been the desire and expectation of the Govern- 
ment that they shall be withdrawn when their appropriate function 
is no longer called for. We had thought a few months ago that an 
opportune moment for such a withdrawal was near at hand. The 
present, however, does not seem an appropriate moment.” 

He also referred to the services of protection and evacuation per- 
formed by the naval and military forces there, including the ‘‘ mainte- 
nance of uninterrupted communications with our nationals and our 
diplomatic and consular establishments in the areas involved.” 

‘In a situation such as now prevails,’’ he added, “‘ many of our 
nationals cannot suddenly disavow or cut themselves off from the past. 
Nor can the American Government suddenly disavow its obligations 
and responsibilities.’’ 

Dec, 21.—Telegrams exchanged between the President and Mr. 
Landon (the Republican Presidential Candidate) were published in 
which the latter renewed his pledge of 1936 to give co-operation and 
support “ in difficult foreign situations ’’ which confronted the Adminis- 
tration. He said, “I congratulate you on your firm ‘No’ to the 
proposed legislation that would take away the power of Congress to 
declare war. You and I both know that the American people want 
peace, but they want a peace that will enable us to maintain the respect 
of the other nations of the world.” 

Mr. Roosevelt acknowledged the generous spirit which prompted 
the action and said he believed their countrymen had always desired 
to live at peace with all nations and all peoples, and ‘‘ Throughout our 
long history we Americans have rejected every suggestion that ultimate 
security can be assured by closing our eyes to the fact that, whether 
we like it or not, we are part of a large world of other nations and 
peoples,”’ 

As such, he concluded, ‘““ we owe some measure of co-operation 
and even leadership in maintaining standards of conduct helpful to the 
ultimate goal of general peace.” 

Dec, 22.—-Evidence collected by Japanese officer sent to investigate 
oom, 4 incident. (See Sino-Japanese War. Foreign Interests and Special 
Note.) 

Dec, 23.—Conference between Ambassador in Tokyo and Japanese 
Army and Naval officers re Panay incident and Japanese account of the 
firing. (See Sino-Japanese War. Foreign Interelts.) 

_Mr. Hull announced that the report of the Court of Inquiry in the 
U.S. Augusta had reached him, adding that there were ‘ not many 
things new ”’ in it. 
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Senator Borah issued a statement condemning the creation of a 
war feeling by some people and adding, ‘‘ I do not think we ought to 
get out of China . . . and neither do I think that if we fail to do so 
we are going to war with Japan. We have a right, and it is our duty, 
to protect our people lawfully in China, and our legitimate interests 
there.”’ 

This, he believed, could be done without war, but ‘“ the world has 
ample proof that the people of the U.S. can and will fight, and there 
is a point at which every self-respecting nation must take up arms.”’ 


Dec, 24.—Acceptance by the Government of Japanese Note re the 
sinking of the Panay. (See Sino-Japanese War. Foreign Interests, and 
Special Note.) 

The New York Times stated editorially that the U.S.A. and Great 
Britain were ‘‘ moving on parallel lines in an attempt to restore order, 
decency, and safety in the world.”” In consulting with the British the 
Government were not pulling their chestnuts out of the fire: “‘ we have 
chestnuts ourselves . . . it is possible without war, declared or un- 
declared, to impress upon outlaw Governments this new determination.” 

The invaders needed the credits and raw materials owned by the 
democracies, and “ without resort to the formal plan called sanctions, 
Governments whose citizens possess these credits and materials, acting 
independently but in parallel, can properly withhold them, . . .” 


Dec. 29.—The Chairman of the House Foreign Affairs Committee, 
in a broadcast, maintained that withdrawal from the Far East would 
promote a chain of circumstances the harm of which could not be 
predicted. A policy of withdrawal might not be conclusive ; “ the 
United States could not be certain that some Imperialist military group 
would not fasten on South America. It might then be tempted to 
abandon the principles of the Monroe Doctrine, and stage another 
retreat.” 

He advocated co-operation to prevent war with other nations 
similarly minded (as to the sanctity of treaties and peaceful settlement 
of disputes) without contracting entangling alliances. There must also 
be co-operation to remove the causes of war, and he concluded, “ At 
the moment when the U.S.A. abandons its confusion and isolation and 
steps forward in a policy of leadership in search of peace the world will 
be on the road to recovery.” 


Jan. 3.—In his address to Congress Mr. Roosevelt noted that “ the 
acts and policies of nations in other parts of the world ’’ pressed not 
only on their neighbours but on the American people. The United 
States had “‘ been kept at peace despite provocations which in other 
days because of their seriousness could well have engendered war. 
The people of the U.S. and the Government have shown a capacity for 
restraint and a civilized approach to the purposes of peace, while at 
the same time we maintain the integrity inherent in the sovereignty 0! 
130 million people, lest we weaken or destroy our influence for peace 
and jeopardize the sovereignty itself.” 

He went on: “ In a world of high tension and disorder, in a world 
where stable civilization is actually threatened, it becomes the responsi- 
bility of each nation which strives for peace at home and peace with 
and among others to be strong enough to assure the observance of those 
fundamentals of a peaceful solution of conflicts which are the only 
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ultimate basis for orderly existence. ... We must keep ourselves 
adequately strong in self-defence.” 

There was a trend in the world away from the observance of both 
the letter and the spirit of treaties. In proposing to observe their own 
obligations they could not be certain of reciprocity on the part of others ; 
and this disregard for treaties seemed to have followed ‘a surface 
trend’ away. from the democratic representative form of government. 

He said “ surface trend ’’ because he still believed that civilized 
man “ increasingly insists and in the long run will insist on genuine 
participation in his own government.'’ The American people believed 
that “‘ over the years the democracies of the world will survive, and 
democracy will be restored or established in those nations which to-day 
know it not.” 

His belief was that world peace through international agreements 
was safest in the hand of the democratic countries, or that “ in other 
words, peace is most greatly jeopardized in and by those nations where 
democracy has been discarded or never developed.”’ 


U.S.S.R. 

Dec. 20.—The 20th birthday of the Cheka was celebrated as the 
“all-Union popular festival of victory,’’ and the Commissariat of the 
Interior (Narkomvnudel, the successor of the Cheka and Ogpu) ordered 
the release of 10,000 convicts, part of 27,000 who were building the 
Far Eastern railways. 

Dec. 21.—The Government decided to extend for another year 
the 1928 Fisheries Convention with Japan. 

Dec. 23.—Reports reached Moscow of the sentences to death of 
several officials of the Timber Trust at Archangel and of the Georgian 
State Grain Agency at Tiflis. 

Reports were current that the Minister in Oslo and the Ambassador 
to Hungary had been recalled. They were both stated to be on leave. 

Dec. 29.—An agreement was signed in Moscow extending for a year 
the Fisheries Convention with Japan, signed in 1928. 

Dec. 31.—The creation was announced of a ‘‘ Commissariat of the 
Naval Fighting Forces of the U.S.S.R.,”’ with Smirnoff as Naval Com- 
missar. (He had been Political Chief of the Army since September.) 

M. Ryzhoff was appointed Commissar for Timber and Forestry. 

It was semi-officially stated that the executions during the year 
lor spying, Trotskyist activities, etc., numbered 4,800. Unofficial 
reports placed the total at 10,000 or more. 

Jan. 3.—Sentence of death was passed on 8 officials in Armenia, 
including the president of the State Bank, the Rector of the University 
and two Vice-Commissars for Agriculture. 


Vatican City 

Dec, 24.—The Pope, in an address to Cardinals and heads of the 
Church, said he wished to establish a fact, and secondly, a principle. 
The fact was that ‘grievous and sore’ religious persecution existed in 
Germany, and “not often before has there been persecution so heavy, 
so formidable, so grievous, and so sad in its more profound effects.”’ 

As to the principle, it was being said that the Catholic religion 
was no longer catholic but politic, and this was made the excuse for 
persecution. The same charge had been brought against Christ, whose 
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reply was “ My kingdom is not of this world.” The Pope said, ‘‘ We 
can say the same. The Pope does not pursue politics. . . . We pursuell 
religion, and we do not wish to do aught else.”’ 


Yugoslavia 

Dec. 21.—The Government were understood to have appointed an 
Envoy-Extraordinary to the Government of General Franco. 

The Prime Minister told the Budget Committee of the Skupshtina 
that Yugoslavia had been successful in keeping old friendships and 
making new ones, and said ‘‘ There has never been firmer peace in this 
part of Europe. .. .” 

Dec, 31.—The Finance Minister, presenting the Arms Budget for 
the year beginning April, 1938, said it was the so-called “ Peace 
Budget ”’ and that he would submit later special estimates of supple- 
mentary expenditure to be met from extraordinary sources of revenue, 

The Army took 1,612 million dinars (£8 million), the Air Force 
347 millions, and the Navy 225 millions, The total was 11.5 per cent, 
higher than in 1937. 





